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MAKING HISTORY:— Over 9 million acres of cotton are being 
ploughed under in the government campaign te raise prices. 
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The photographs illustrate the spaciousness achieved in remodeling The progressive management of the Yeon 
the entrance of the Yeon Building, Portland, Oregon. This entrance “14° ’ unites 7 » maken 

pag ena imation 2s on pest . Building has taken advantage of low prices to 

Nee ee en es ea rehabilitate their elevators, This greatly reduces 

their operating cost and assures their tenants of 

the smooth, swift riding comfort, quiet and effici- 

ent service which so definitely marks modern 

elevators .... developed by Westinghous 


Westinghouse 


Elevator rehabilitation problems referred to | Wlyarule Elevators 


Westinghouse are given individual, careful study 
to insure the most economical, intelligent recommendations. 
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This Business Week 


WALL STREET and La Salle Street, 
when the stock and commodity markets 
were crashing late last week, sent scores 
f frantic appeals to the White House, 
sleading with the President to “do 
something at once to restore conh- 
dence.” It would be a terrible blow to 
his recovery plans if he didn't, was the 


The President didn’t think so at all. 
A market reaction was all right with 
him. Particularly in agricultural com- 
codities. The too rapid rise of Board 
of Trade quotations seriously worried 
Roosevelt, Wallace, Peck, and Tugwell. 
It gummed up the crop reduction pro- 
cram. It made it appear that prices 
were bound to rise without Adminis- 
tration action. That wasn’t desirable 
politically, mor was it a good thing for 
the long pull. So they were furious at 
the big manipulators. The Adminis- 
tration wants higher prices, plenty 
higher than today’s. But not too quickly! 
Public Works, the Industrial Recovery 
program, many other things must be 
given time to develop before 1926 
prices are safe. 

Incidentally, the break in stocks 
couldn't have been timed better, to fit 
in with the NRA blanket code cam- 
paign. It served, at a psychological 
moment, to nip some of the budding 
cockiness which here and there was be- 
ginning to assert that business now 
needed only to be let alone. 


THERE are several curious angles to the 
whole incident. One of the most sin- 
ister was the circulation of startling re- 
ports about the President's health, on 
Friday July 21, when the market break 
was worst. There seems to be no escap- 
ing the conclusion that this was deliber- 
ate bear propaganda. One of Business 
Week's Washington staff who has 
known Roosevelt for years and sees him 
regularly, saw the President that after- 
noon. Roosevelt never looked better. 
Nor was he ever in better humor, by 
the way—obviously unworried by the 
ticker's performance. 


MODERNISM in design just doesn’t get 
across to the Philistines—who describe 
the NRA poster as “a one-eyed bird 
doing the split, one foot caught in 
4 cogwheel, the other tangled in barbed 


wire,” 


WHEN will the Eighteenth Amendment 
be repealed? The business man must 
guess, and bet money on his guess. The 
capital stock tax (with its other gam- 
bling feature) stays in effect only until 
the June 30 following repeal, and the 
excess profits tax is eliminated for the 
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year after the taxable year on which 
the repeal is effected. If repeal takes 
place by Dec. 31, 1933, capital stock 
tax returns must be filed for 1933-34 
and excess profits for 1933. If on any 
date between Jan. 1, 1934 and June 30, 
1934, both taxes run for 1933 and 
1934, If between July 1, 1934, and 
Dec. 31, 1934, stock tax runs for 3 
years, and excess profits for 2. And 
so on. 

Take that in conjunction with the 
fact that the business man must guess 
his corporation's taxable income, and 
try to fix the valuation that will hit the 
minimum combination of taxes and you 
have a situation which will, as J. K. 
Lasser, tax expert, remarks, “‘wreck a 
good many August vacations.” 


EATON MANUFACTURING Co., Cleve- 
land, passed out food tickets, redeem- 
able at designated groceries, to its em- 
ployees that had to be laid off or put 
on short time during the black days 
early this year. To maintain the self- 
respect of the men, the tickets were 
offered as loans; nobody had to take 
them, but 325 did so. Business began 
to pick up. By the middle of May, no 


more tickets were asked for. By the end 
of June, half the loans had been rx 
paid, repayment being entirely volun 
tary, and not through pay deductions or 
iN response to any request. 


AVERAGE wages of $2 in one Pennsy! 
vania shirt factory, an average for the 
state of $6.10; half the women in rural 
villages earning $4.30 a week; consid 
erable child labor in Pennsylvania and 
Connecticut; New York, the banner 
state, paying an average of only $9.10 
—these are the findings of a compre- 
hensive survey of the shirt manufactur 
ing industry conducted by the Depart 
ment of Labor. If there still is anyor 

who wonders why there should be in 
dustrial codes— 


“BALLYHOO, boycott, indirect black 
mail,” are lumped by Gen. Johnson as 
“argument by epithet,” and he adds 
“if this be good journalism, I wish you 
satisfaction in it.” 


REPUBLICAN headquarters is spending 
some of its none too abundant funds 
making careful and detailed studies of 
dismissals from the federal services 
There is no doubt that some of the most 
valuable men in government have been 
dismissed. Evidently this will be made 
campaign material. 


The Business Outlook 


General business activity continues to accelerate, though 
probably, like the statement about the population of 
France that used to puzzle schoolboys, it is increasing at a 
slightly decreasing rate. . . . Steel production, for ex- 
ample, keeps up to 56%, of capacity, but new orders are 
tapering off a little, which is to be expected at this season. 
Automobile makers still prod steel men for deliveries; 
retail sales of cars seem to hold up pretty well, particu- 
larly in rural areas. . . . The break in stocks and in com- 


modities seems not to have concerned the average busi- 
ness man very much; certainly it did not disturb Wash- 
ington (page 3). . . . We foresee no important recession 
in business for the next few months (page 29). . . . Con- 
structive forces seem to be stronger than any barriers in 
their way. . . . An advance of 10°, in the price of tires, 
the third since May 1, puts them back to where they were 
before the 20% cut in March. Further increases are ex- 
pected. . . . Coal production and electric power output 
prove the mills and shops are busier. . . . Check pay- 
ments have increased further. Currency in circulation 
steadily declines. . . . Commodities have regained part 
of the price losses they suffered when stocks broke. . . . 
The speculative commodities were hardest hit; they 
had been taken for a ride by some spectacular gamblers. 


























TELETYPEWRITER SERVICE 


The Shell Union Oil companies con- 

mect thirty-three offices throughout 

the coun‘ry by Teletypewriter Service 

The dotted lines indicate Private Line 
Service 


Arg you looking for a new means to cut costs—serve 

your customers better—co-ordinate the activities of 

separated units of your company? You may find the 

answer in Teletypewriter Service, the communication 

method which combines important features of the Shell adopted Teletypewriter Service because of 

telephone and the typewriter. its advantages of economy, accuracy and speed. Tank 
Each teletypewriter connection is like a telephone car shipments’ between many of the refineries ani 

call except that it is typewritten instead of talked. depots are dispatched and controlled by teletypewriter 

The message is typed on the machine in your office enabling Shell to render a faster service to its custon 

and instantly reproduced on the machine in the office ers. In addition the Teletypewriter Service has man 

of the man with whom you are connected. other applications such as providing the manageme=' 

The Shell Union Oil companies have teletype- with up-to-the-minute reports on refinery operation 

writers in 33 offices and refineries, seven of them linked and sales. 

continuously together each business day. The others A representative of your local Bell Telephone Com: 

have Teletypewriter Exchange Service, which allows pany will gladly give you full information abot 

them to be interconnected at any time and reach Teletypewriter Service. Just ask the operator 

other subscribers to the service whenever desired.  { a for the Business Office. 
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The Dotted Line...... 


Roosevelt and Johnson insist the blanket agreement to 
raise wages, shorten hours, is wholly voluntary—but it 


will be hard to say “‘No.” 


WASHINGTON—Prices went up too fast 
nd industries came across too slowly. 
That is the whole story back of the 
so-called “blanket code,” which really 
sn't a code at all, but a voluntary agree- 
ment. There's a difference. 

Whether industries came across so 
slowly because prices went up so fast, 
because the speed required to make 

original NIRA plan effective in 
time was wholly impractical, does not 
atter now. The original plan has 
been supplemented by the “President's 
Reemployment Program’’ which makes 
ossible the immediate and simultane- 
1s enlistment of all industries and fur- 
nishes thoroughly practical reasons for 

Most practical: the full weight of 
public censure is going to be turned 

n those that don’t enlist. 

This second phase of recovery does 
not end the first. While passing out 
Blue Hawks” to business men who get 
inder the blanket, the NRA will keep 
ght on hearing individual industries 
nd promulgating separate codes for 
them. Part of the reason for designing 
the new ready-made code for business 
was that it will hurry in applications for 

e individually tailored regulations stil! 

ulable 


A third phase of recovery lies ahead 
For all trades or industries which have 


submitted codes by Sept. 1, 
the President will begin to hold hear- 
gs under Sec. 3 (d) as fast as proper 
notice can be given and hearings ar- 
ranged.” Section 3 (d) of the Recovery 
\ct empowers the President to prescribe 
xies willy-nilly. Beyond lie licensing 
nd penalties—the ‘‘draft.” 

“Not a Contract” 

So far, NIRA is still on a voluntary 
ais. No one will be forced to sign 
the blanket agreement any more—or 
iny less—than anyone was forced to 
y a Liberty Loan bond in wartime. 
‘igned, it is mot a contract and cannot 
% enforced by any legal process nor can 
“jolation of its provisions be punished. 
That is the official word from Washing- 
‘on, Of course there is a forgotten 
Section 10 (a)” in the Recovery Act 
‘hat authorizes the President “to pre- 
“ride such rules and regulations as may 
%e Mecessary to carry out the purposes 
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of this title . and any such rule or 
regulation shall be punishable by fine 
of not to exceed $1,000, or imprison 
ment for not to exceed 6 months, or 
both."” That may be broad enough to 
cover any change of mind, but it's en- 
tirely alien to the present psychology of 
the reemployment drive. “There ts no 
force here,” says Bulletin No. 3, “except 
conscience and opinion.” 

There is shrewd correction of past 
errors here and a laying of past uncer- 
tainties. For instance, some industrial- 
ists were made wary of codes raising 
labor costs by warnings against price 
raising that General Johnson intended 
for profiteers but dispatched without a 
very clear address. The blanket agree- 
ment specifically permits price increases 
“made necessary by actual increases in 
production, replacement, or invoice cost 
of merchandise,’ with the reservation 


SIGN OF THE TIMES 


that the signer should give full weight 
to the profits of cost-cutting increases in 
volume. 

Again, since NIRA can't touch cor 
tracts, business has been worried about 
what it's going to do, or be asked to do, 
about re-opening fixed-price contracts 
for goods subsequently attected by cost 
boosting codes. The blanket agreement 
is very clear about this—signers pledge 
themselves to make “an appropriate ad 
justment of said fixed price’ under thes 
conditions. 

Finally, since federal regulation of 
commerce can constitutionally touch 
only interstate commerce, code-drafters 
have asked, sometimes, if rarely, “What 
about my competitor whose business ts 
entirely intra-state? Can he chisel wages 
and thus undersell me in his state 
Not if he signs a blanket agreement and 
the Administration is correct in its guess 
that — opinion can be manipulated 
as effectively as it was in wartime 
which seems likely, but remains to b« 
seen. 

Troubles under the blanket code? 
They are legion and they are flowing in 
under the merry rippling waves of th« 
laudatory telegrams. They include thos 
of the man who has been paying his 


? 


WE DO OUR PART 


tilebe 


Miss F. M. Robinson, General Johnson's secretary, holds 


one of the NRA posters which signify acceptance of the blanket code. 











engine room men 60¢ an hour for 70 
hours work—and they liked it because 
they liked the $42 a week. Under the 
blanket code and 35 hours a_ week, 
even a 15% raise will give them only 
about half that. Does he have to pay 
them $42 for 35 hours work? Section 
7 of the reemployment agreement exacts 
a promise not to reduce compensation 
for employment now in excess of th 
specified minimum Ww ages, even if hours 
worked in such employment are reduced 
by the specified maximum work-week, 
but General Johnson told a press con- 
ference that the code does not require 
payment for the shorter day to be “on 
a like basis.” This is one of the matters 
that must be “interpreted,” but there is 
a strong suspicion that the employer 
and his engine room men mentioned 
above will find themselves persuaded to 
a reasonable compromise. 

Washington is all done the 
wage-sharing plan of blessed memory. 
It intends to increase labor costs—or 
labor’s share of the income, as you will 
—but not to the point of killing the 
£oose. 
Another Labor Problem 

The question of what can be done in 
the case of the unionized shop in which 
wages and hours are fixed by contract 
is more difficult. NIRA can’t break the 
contract, says General Johnson, but he 
didn’t add that social pressure might, 
and social pressure is what he is going 
gunning with. Employers and unions 
are both likely to find this out if either 
side tries to take refuge behind a con- 
tract. 

The long and short of it all is that 
this blanket agreement isn’t going to 
be perfect for everybody but that the 
American people are probably going 
to conclude that a little individual in- 
justice is less important that the uni- 
versal injustice of the situation it is 


500 Codes Filed 


with 


designed to meet. Furthermore, signers 
will get room to wriggle even in the 
“strait-jacket.”” If some particular pro- 
vision “because of peculiar circum- 
stances, will create great and unavoid- 
able hardship” to a signer, he may, 
after signing it, send in a petition ap- 
proved by his trade association asking 
tor a stay of that provision pending a 
summary investigation by NRA—pro- 
vided he agrees in advance to abide by 
the decision. And he can also get out 
of the ‘‘strait-jacket’’ by getting into an 
industrial code, old-style, just as quickly 
as he can persuade his industry to take 
action. 
Machinery Oiled Up 

The Washington machinery for help- 
ing him to do this has been re-oiled and 
tightened up the last days. This week 
the NRA organization plan under Naval 
Commander John M. Hancock, execu 
tive officer of General Johnson, took 
decided form. A staff to answer in- 
quiries about the blanket code has been 
formed under Gen. Thomas S. Ham- 
mond of Chicago, president of the 
Illinois Manufacturers’ Association, ‘Ex 
ecutive Director of the President's Re- 
employment Program.” A code analysis 
section under Stephen DuBrul, econo- 
mist loaned by General Motors, is now 
set up to route codes and delegations 
received, and to go over the codes even 
before informal hearings by the depu- 
ties. 

Finally, NRA’s busy press section 
has been renovated and General John- 
son has taken some salutary lessons in 
“this newspaper game” that he said he 
didn’t know much about. The result is 
important in terms of improved con- 
tacts with the public, and NRA head- 
quarters has begun to look to reporters 
something more like the “goldfish 
bowl” that the General promised it 
would be. 


The lumbermen are trying to cure everything at once; 
the electrical industry shows signs of splitting into sec- 
tions; the needle trades debate wage scales; the oil men 
just squabble. 


WitTH 500 industrial fair practice codes 
now in the hands of General Johnson, 
a never-ending stream of inquiries flow- 
ing through the offices of NRA, public 
hearings in progress in almost every 
available hall, and private hearings and 
committee meetings crowding hotel 
rooms, official and unofficial Washing- 
ton has swung into high gear, on the 
road to industrial recovery. 
Representatives of trade groups and 
associations are getting their bearings, 
finding out what they must and mustn't, 


6 


can and can’t do. They got a jolt when 
President Roosevelt issued an order 
making the code of fair competition for 
the silk and rayon dyeing and printing 
industries effective Monday without pre- 
liminary hearings. They were stunned 
when Administrator Johnson sent 4 un- 
reconciled committees of the powerful 
oil industry back to their deliberations 
with the ultimatum, “We will lock the 
door until they work something out.” 
They capitulated and allowed that a 
“new deal” really is in the making 





FRANK MORRISON—The 

of the American Federation of 
has taken every advantage of 
Recovery Act in the Federati 
greatest membership drive. 


when (1) on Sunday, labor repres 
tives quit a conference in a h 
a threat of an early strike; (2) o1 
day, Secretary Perkins told lal 
that strikes were taboo and for 
return to the conference; (3) of 
day, those labor men obediently 
by train and plane back to Was 
Announcement of the “blar 
agreement has affected the cod 
ities Of industrial groups in tw 
metrically opposed directions. 
groups are inclined toward 
ment of their attempts for a sp< 
on the theory that complian 
various members with the provisions 0! 
the general agreement eliminates t 
necessity. Others have been spurred t 
speedier progress because they realizt 
that in a fair practice code for ther 
particular industry they can obtain sp 
cial advantages, impossible if individual 
members should merely crawl under the 
blanket. 


shandon 


. 
Oil 
Any oil code on which the various ft- 
tions of the industry and the Recovery 
Administration can agree will be on 
manufactured in Washington. The elab 
orate document concocted in Chicago 5 
meeting considerable resistance. To % 
rivate wrangles of the industry hav 
zen added new elements of argument 
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TESS WEES 


in the hearings, with labor, big compa- 
nies and independents, and politics all 
lifting their voices at once. 

What the final result will be is still un 
certain, but the hearings will not drag 
out for a long time, for the General has 
cut the whole thing short, thrown out 
the private problems, and asked the in 
dustry for a simple, clean-cut code. 

General Johnson opened the hearings 
with the significant remark that “‘this ts 
not an experiment in dictatorship but 
q cooperation,” and the fight began. 
Axtell J. Byles, president of the Ameri- 
an Petroleum Institute, presented the 
nde, remarking that the government, 
through taxation, was a partner in the 
industry. Jack Blalock (afhliated with 

e Elliott independent group, politi- 

lly strong) said the code was not 
representative of the industry because 
8% of the budget of the institute came 
15% of the members. General 

m said he'd look into the matter. 

Harry Sinclair was very much in evi- 
ence, was to speak on the labor pro- 
visions, but was absent when his name 


. 


was called. 

Wirt Franklin, father of the inde- 
adents, who has become a little 
brother of the big fellows, spoke on the 
production clauses, said proration was 
the only remedy for evils of production, 
explained it had failed in the past be- 
cause of discrimination. General John- 
son asked what basis could be suggested 
for an equitable allocation. Franklin 


left it to the Administration to deter 
mune alter investigation 

Harvey Freming, of the Oil Workers 
International, objected to the code’s 40 
hours at 40¢ to 47¢, asked for 6 days 
of 5 hours for $4.75, with double time 
for overtime, for the transportation, 
production, and refining sections 

High point of the hearings was the 
a by Newton D. Baker, hired 
by the Pennsylvania Grade Crude Asso 
ciation, of the case of the independents 
against the lease and agency 
This is the question on which the Chi 
cago committee could not agree. Baker 
said the system was an unfair trade 
practice, in his opinion a violation of 
the Clayton Act. Under it, big compa- 
nies lease stations, put the operators in 
charge of their own property, pay them 
the regular commission and }¢ a gallon 
extra for selling one company’s prod- 
ucts exclusively. 

After 3 days of bitter skirmishing 
over every provision of the code, the 
General that little progress 
could be made by rewriting the code on 
the floor. So he set up a commission 
of representatives from each of the 
warring factions to work with the gov- 
ernment in preparing a suitable code. 

“I don’t think this suggestion is go- 
ing to be very popular,” he told the 
petroleum quarrelers, intimating, per- 
haps, that whatever the federal-fostered 
code is like, the oil industry is going to 
take it—-and like it 


clause 


dec ided 


Acme 


WHERE ARE THE LUMBERMEN? —Among the personages at the lumber code 


hearing: Secretary of Labor Perkins; 


President Green of 


the Federation of 


‘abor; Margaret Bondfield, former British Labor Minister; General Johnson. 


4ULY 29, 1933 


Electrical 
PuBLIC hearings on the National Elec 
trical 


have served to focus 
dithculties that may be expected to arise 


Manufacturers Association cod 


attention upon th 


whenever an industry that produces a 
wide diversity of products attempts to 
comply with the request of NRA for 
single codes. As originally submitt« 
the electrical code proposed a minimum 
wage of 35¢ an hour, a maximum of 
36 hours a weck, exemptions in cities 
less than 200,000 inhabitants. It 
also called for uniform cost 
periodical reports, yearly balance shects 
statistical data; it recognized 8 different 
product groups, and provided for th 
open-price plan. 
Exceptional Elasticity 

As revised after the hearings, the 

code provides for exceptional elasticity 


with 
xccounting, 


in the points covering wages and hours, 
is expected to meet the requirements of 
manutacturers of practically every one 
of the 60-odd different types of prod 
ucts of the industry, is considered by 
some a model code after which others 
may be patterned. It t 
labor’s demand for a minimum of 90¢ 
per hour, a week, but 
increase the minimum pay to 40, 
eliminates the exemptions for smaller 
cities, under which many of the largest 
production units in the industry could 
have escaped 

The unity of the industry appears to 
be seriously threatened by the fact that 
at the hearings, manufacturers of elec- 
trical refrigerators, cleaners, 
washing machines, automatic telephones, 
batteries. radios, and incandescent lamps 
virtually established their rights to sepa- 
rate codes. 

Others May Secede 

Some observers believe the example 
of some lamp manufacturers who s 
ceded may be followed by others be 
cause of unwillingness to comply with 


does not m« 


does 
also 


40-hour 


vacuum 


those provisions of the code—if ap 
proved by the President—that demand 
statistics on plant capacity, production, 
sales in dollars, units, and other impor 
tant confidential data, to be filed wher 
ever NEMA may designate. They con 
tend that many manufacturers have an 
ingrown suspicion that the majority of 
cooperative activities within their in- 
dustry carry an overshadowing influence, 
Originating with some of the large and 
nationally operating companies, and 
they do not propose to open the imner- 
most secrets of their business to them 
They maintain that a similar feeling pr 
vails among wholesalers and retailers 
Those familiar with conditions in the 
industry urge that every group or branch 
might well align itself behind the pro 
visions of the NEMA code No single 
manufacturer, nor even a small 
of large manufacturers, is in position to 
force its desires upon an unwilling 


group 
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majority. During 1929, the 3 largest 
manufacturers accounted for a total of 
$717 millions or only 26.6% of the 
industry's sales volume of $2,695 mil- 
lions. Since then, the proportionate 
share obtained by the big 3 has declined 


materially. 


Lumber 


THE lumber industry is making a stub- 
born fight to gain under its NIRA code 
(BW —Jull5’33) relief from all the 
ills that have plagued it since the tre- 
mendous building boom of the early 
1920's ended. Maximum and 
minimum wages of course are of some 
importance to the operators, but the 
provisions covering fair trade practices, 
lixed minimum prices, and regulation of 
production overshadow everything. 

Many important interests in the lum- 
ber industry do not agree to the methods 
of production control that the National 
Lumber Manufacturers Association pro- 
poses. Those interested in some par- 
ticular species of lumber maintain that 
inter-species competition depends on 
the relation of prices, that control, with 
resulting imcreases in prices, would re- 
act unfavorably against kinds of lumber 
farthest removed from the point of pro- 
posed consumption. Others suggest that 
control with a low quota on the higher 
grades would force excessive prices and 
unnecessary waste of the lower grade. 

Owners of large tracts of timber who 
have delayed cutting operations until a 
better market and resulting higher prices 
were assured are alarmed over the pros- 
pects that the installation of new saw- 
mills may be restricted. They do not 
agree with the opinion, rendered by 
Deputy Administrator Dudley Cates, 
that standing timber without sawmills 
is an investment, not an industry, and 
as such does not come under NIRA. 

Those intimately acquainted with the 
lumber industry wonder how soon the 
storm will break over Washington, on 
the provisions of Article X of the lum- 
ber code. This, in its revised form, has 
been heralded as a marvelous achieve- 
ment. It is presumed to provide con- 
servation and sustained production of 
forest resources. 

Initiates assert Article X, coupled 
with other code provisions for produc- 
tion control, will enable the big oo. 
men practically to wipe out the small 
and generally unorganized operators, 
will give the “big fellows” practical 
control of the market. 

If enough of these small operators 
find out how their style of operations 
will be cramped under the proposed 
codes they are likely to organize a real 
fight. Meanwhile labor is perhaps un- 
consciously aligned on the side of the 
big operators when it demands a shorter 
week and higher minimum pay. 


hours 


Needle Trades 


REPRESENTING that branch of the gar- 
ment indusiries engaged chiefly in the 
manufacture of ladies apparel, three 
Organizations submitted a fair practice 
code (NIRA No. 6) around which has 
centered a controversy between em- 
ployers, labor, and the government that 
promises to establish some important 
precedents when finally settled. The 
hearings which nave been in progress 
almost continually since July 20 reached 
a spectacular climax on Sunday when 
the representatives of the International 
Ladies’ Garment Workers Union walked 
out of the meeting, leaving a threaten- 
ing strike in their wake. 

The subsequent action by the presi- 
dent of the union, calling a mecting of 
the strike-managing joint board of the 
Cloakmakers Union, left no doubt as to 
his intention and served to provoke 
intervention by the federal government 
through the Secretary of Labor, said to 
be the first act of its kind in the history 
of the government. Miss Perkins’ tele- 
gram, tantamount to an injunction 
against the strike call, also summoned 
the union representatives back to Wash- 
ington for further conferences, which 
are now in progress. Labor leaders in 
other industries consider the interven- 
tion by Miss Perkins particularly sig- 
nificant as she thus challenged the power 
of one of the strongest unions, repre- 
senting over 80% of all workers. 


The controversy betwe 
ployers and the union ce: 
the basic principle of wag 
tion. The code submitted 
ployers provides for wage 
on a piece-rate basis, while 
posed as a substitute by the 
other unprecedented procc 
for weckly rates. Employer: 
that under the piece-rate syst 
ethcient workers are sull ass 
minima as stipulated in the 
the faster workers reap th 
their greater skill. Union 
joker in that plan, point out 
from a general minimum, 
the industry at large, there 
ance that workers who under 
rate scale are assured of 45 
per hour will be allowed to w 
ily, so that in the end they 
little more than the stipulated 
minimum. Their 
weekly rates and a 30-hour w 

It is expected that a compr 
be reached, under which so 
sions will be made to the u 
only in the rate schedules | 
connection with the unemp! 
surance fund, which has been 
less a bone of contention e¢\ 
was abandoned because of lack 
ized support. When finally ad 
approved by the President the 
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this group is to be taken as 
for codes of other branches 
so-called needle trades.” 


AT THE OIL CODE HEARINGS—Kenneth M. Simpson (left) deputy adm 
istrator, is buttonholed by Axtell J. Byles, president of the American Petroi®™ 


Institute, who presented the code. 
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Wages - 1929 
$ 775,478,810 


Employment - 1929 
427,459 Persons 





Employment - 1932 
229,800 Persons 
Wages -1932 
$ 282,929,203 
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5,621,715 
$ 3,576,645,881 


Number of Motor Vehicles Produced in 1929 
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Business Week 


MOTOR WAGES—Automobile men know well the price of sales, have kept up 
wages and employment in proportion to output. 


Motor Code 


Just to set a good example, the automobile makers will 
submit a code, but they feel they already pay good wages, 


THE automobile business has always 
been a new-fashioned business; it has 
long understood the relation between 
wages and sales; it has paid good wages, 
spread its work, controlled its output. 
Its evils have developed mainly in dis- 
tribution. So when the government 
called for codes, the industry did not 
feel it needed to be so blessed. It was 
reluctant to join the NIRA church also 
because it did not want to sit in the 
same pew with organized labor. 
However reluctant to formalize its 
beliefs, the automobile industry finally 
decided it was politic and patriotic to 
come into the church, if only to set a 
good example. So representatives of the 
manufacturers have been working on a 
cteed or code whicn would satisfy the 
bishops in Washington, yet maintain 
their traditional independence. Pending 
acceptance of a basic agreement reached 
this week, important makers are an- 
nouncing wage increases ranging from 
5% to 15%, in a few cases going up 


to 20% 
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Important manufacturers thought the 
industry needed no code. They main- 
tained it should stand on its record, 
which shows that motor car makers gen- 
erally have done and are now doing more 
than could possibly be demanded under 
an industry code. They pointed out 
that wages in the industry have always 
been well above the average for com- 
parable work, while hours have never 
been excessive. They quoted the fact 
that while the number of cars produced 
in 1932 dropped to 25.5% of the 1929 
peak total, the number of workers was 
still 53.7% of the 1929 total and wages 
were 36.5% ot 1929 payments. This, 
they claim, indicates that the industry as 
a whole not only has furnished an ex- 
cellent example of -what can be done 
under the spread-the-work plan but also 
that it is employing twice the number 
of workers and paying proportionately 
about 40% more in wages, measured by 
the 1929 standard. 

The scale finally turned in favor of 
a code because it was argued that one 


of the nation’s largest industries could 
not and should not fail to 
with the government. Once that point 
carried, those who had opposed any code 
at all insisted that if there 
one after all, it must leave no doubt as 
to the industry's position in favor of 
the “open shop 

Other manufacturers wanted to com 
mit the entire industry to some “fair 
practice” provisions. Proponents of th: 
shortest possible form of code were in 
the majority. All tentative drafts have 
been brief, confined to coverage of th« 
wage and hour requirements, somewhat 
like the original textile code 

A Job of Writing 

Insiders point out that the 

pane of the labor provisions has 
een very difficult, because the most im 
portant men—as Ford, Nash, am 
Chrysler—are strong individualists 
They feel that they have always given 
labor better than a 50-50 break; they 
expect to continue doing so; they do not 
propose to become parties to a code that 
might give labor organizers an oppor 
tunity to walk into their shops and tell 
them what they are to do or may not 
do. As one of them put it, he would 
“stick copies of the code up on every 
bulletin board in every department for 
workers to read” so that they might 
know that they did not have to join any 
union in order to work there, or any 
where else in the industry. 

The question of maximum hours pre 
sented many difficulties. People buy 
cars in seasonal waves. Uniform sched 
ules of production over a period of 12 
months are impractical. For one thing 
the combined storage facilities of manu 
facturer, distributors, and retail dealers 
could not begin to take care of the stock 
of cars that would accumulate during 
the “off” season. The constant need 
for improvements in design, changes in 
model, shifting popularity of models, 
the annual lay-off for change in tooling 
and inventories were other obstacles to 
fixed production schedules. A schedule 
fixing the maximum hours for any onc 
week and the maximum average for the 
year is believed to solve that problem 

More Difficulties 

Manufacturers considered it particu 
larly essential that some flexibility of 
hour schedules be permitted because as 
far as the motor car industry is con- 
cerned, any rigid schedule might help to 
defeat the very objectives of NIRA 

Retail sales are being watched closely 

If public buying during the rest of 
1933 continues at the ratio forecast by 
the May and June figures, several makers 
may decide to spring new models, offer 
important improvements that have been 
“in the works” and only waiting for 
better business. If that boosted sales, 
it would automatically demand high- 

ressure production. Then an inflex- 
ible hour-schedule would be a handicap. 
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Recovery Act Catechism III 


Business Week presents more answers to the questions 
business is asking in Washington. 


Here is another, and final, instalment 
of typical questions which are pouring 
into National Recovery Administration 
headquarters in Washington from busi- 
ness men who have to work out, for 
their own concerns and for their indus- 
tries, the application of the new ‘‘part- 
nership with government.” 

Judging from the letters received, the 
Mumerous requests for reprints and 
from oral comment, this information, 
as presented by Business Week, has 
met a genuine need. That is the suffi- 
cient excuse for giving over, in a paper 
made terse and succinct by deliberate 
policy, so much space to a single feature. 

The questions below are actual ques- 
tions, each of which has been asked 
many times. The answers are official, 
directly quoted from responsible author- 
ities. The authority ts indicated in 
each case. F.D.R. is, of course, the 
President; H.S.J. is General Johnson; 
D.C. is Dudley Cates, assistant Admin- 
istrator; D.R.R. is Donald R. Richberg, 
chief of the legal division of N.R.A. 


The Trade Association 


Q. Do I have to join a trade associa- 
tion? A. Nobody has to do anything— 
except that, under the terms of this act 
and the policy of its execution, every- 
body is expected to conform to this 
great common effort. Any person who 
stands apart from it is likely to be un- 
comfortable in the eyes of his neighbors 
and even under the law. It is easier to 
cooperate in groups than singly—the 
larger and better organized the groups, 
the easier it is. Trade associations are 
going to have a new meaning under this 
law and it is better all around to get 
into them. (H.S.J.) 


Q. Some of us don't agree with ma- 
jority opinion in our particular trade 
association; should we start a new one? 
A. At the hearings, when any associa- 
tion’s agreement is presented, minority 
opinion will have a right to be repre- 
sented and heard and no agreement 
tending to monopoly or oppression of 
small industries or minorities will be 
approved—so there is no necessity to 
form a new association. If you do, 
however, it will be called in when the 
old one is heard and the result will be 
the same as if you stayed in and put 
forward your minority position at the 
hearing. (H.S.J.) 


Q. Our business is in several fields 
and we belong to several associations. 


Which one should we favor? A. This 
law makes no difference in that situa- 
tion. Retain your membership in all. 
If that gets you into any conflict of 
policy you have ample opportunity to 
present your case. (H.S.J.) 


Q. Must a trade association present 
a code, or can it be brought in other- 
wise? A. At the hearings every trade 
association or group proposing a code 
should be prepared to establish by evi- 
dence the requirements of Section 3 (a), 
Clause 1, of the Act which provides: 
“that such associations or groups impose 
no inequitable restrictions on admission 
to membership therein and are truly 
representative to such trade or indus- 
tries or subdivisions thereof,” and of 
Section 3 (a), Clause 2, of the Act 
which provides: “that such code or 
codes are not designed to promote 
monopolies or to eliminate or oppress 
small enterprises and will not operate 
to discriminate against them, and will 
tend to effectuate the policy of this 
title.” (Bulletin No. 2.) 


Q. What position has the dissenting 
industrial unit? A. In the President's 
“conditions” added to the Cotton- 
Textile Code, it was provided that: 
“The code will be in operation as to 
the whole industry but opportunity will 
be given for administrative considera- 
tion of every application of the code in 
particular instances to any person di- 
rectly affected who has not in person 
or by a representative consented and 
agreed to the terms of the code. Any 
such person shall be given an oppor- 
tunity for a hearing before the Admin- 
istrator or his representative and for a 
stay of the application to him of any 
provision of the code . . . pending such 
hearing.” 


Q. How is self-government of indus- 
try to be kept active? A. The Cotton- 
Textile Code provides for a Planning 
and Supervisory Committee of the in- 
dustry with 3 additional members named 
by General Johnson, to make recom- 
mendations for future changes in 8 
specified and widely divergent phases of 
the industry’s problems. This plan has 
been recommended to and adopted by 
other industries in their codes. See 
Clause 6 of Revised Cotton-Textile Code. 


Modernization of Plant 


Q. What about the capital goods in- 
dustries? A. Capital goods industries 
will benefit in a degree from the public 
works program with which I have 
nothing to do. Undoubtedly all indus- 


tries go up together and ¢ 
gether. There has been a eg: 
neglect and obsolescence in 
which will have to be i 
course the capital goods ind 
receive the benefit. They 
slower than others. I don't | 
we can speed them up. \\ 
change the fundamental econ 


ciples. (H.S.J.) 


Q. There have been statem 
to the effect that your poli 
might discourage moderni 
plants. Is there anything in 
No. I think that the necessa: 
lation of new equipment shou! 
ward. If you stopped inventiv: 
progress that would be very s: 
do think that for a short p 
would be wise to not emphasiz: 
stallation of machinery that w 
to further reduce the field of « 
ment. But it is not our purpos 
to stop economic progress. (H.S.}.) 


Q. How about the small indy 
who are being menaced by neu 
coming in when the industries 
ready organized and over-producin: 
Are you people doing anythin 
that? A. We are going to ask 
thing in the nature of an armi 
increased producing capacity, until 
see if we can get this upward spi: 
started. We can make no hard 
rule, but we are going to ask 
people to pull together to try 
our purchasing power back. \\ 
going to plead very earnestly with thes 
industries not to use any further lal 
saving devices or anything to further 
increase production. (H.S.J.) 


Q. What about the “stretch-out 
The President added the followir 
dition” to the Cotton-Textile Code 
“Until adoption of further 
visions of this code necessary 
vent any improper speeding up o! 
work to the disadvantage of em 
ployees (stretch-outs) and in a mar 
ner destructive of the purposes of the 
National Industrial Recovery Act, 
is required that any and all incr 
in the amount of work or production 
required of employees over that re 
quired on July 1, 1933, must be sub 
mitted to and approved by the agen 
created by section six of the code 
and by the Administration and if not 
so submitted such increases will be 
regarded as a prima facie violation o! 
the provision for minimum wages. 


Contracted Prices 


Q. What protection can be anticipated 
for manufacturers who increase /a00 
costs under NIRA om goods to be 4 
livered on old contracts? A. In a tew 
industries, there has been some forware 
buying at unduly depressed prices © 
recent weeks. Increased costs resulting 
from this government-inspired move 
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make it very hard for some 
nanufacturers and jobbers to fulfill some 
r their present contracts without loss. 
it will be a part of this wide industria! 
cooperation for those having the benefit 
of these forward bargains (contracted 
nefore the law was passed) to take the 
‘sitiative in revising them to absorb 
some share of the increase in their sup- 
costs, thus raised in the public 
ioterest. It is only in such a willing 
and considerate spirit, throughout the 
whole of industry, that we can hope to 
succeed. (F.D.R.) 


ment may 


pliers’ 
pier 


0. If trade practices adopted are in- 
consistent with the terms of contracts 
now in existence, what becomes of the 
contracts? A. The federal government 
can pass laws to alter sales agreements 
but I don’t think this law intended to 
do that. We are going to ask for 
cooperation to make this law work and 
if necessary we are going to ask the 
people to relax the terms of the con- 


tracts. (H.S.J.) 


Price Increases 


Q. What is the attitude toward in- 
ceased prices as a result of increased 

hor costs under the operation of 
\IRA? A. I am fully aware that wage 
increases will eventually raise costs, but 
| ask that managements give first con- 
sideration to the improvement of oper- 
ating figures by greatly increased sales 

be expected from the rising purchas- 
ing power of the public. That is good 
economics and good business. The aim 
{ this whole effort is to restore our 
rich domestic market by raising its vast 
consuming capacity. If we now inflate 
prices as fast and as far as we increase 
wages, the whole project will be set at 


j nuught. We cannot hope for the full 


effect of this plan unless, in these first 
critical months, and, even at the expense 
f full initial profits, we defer price in- 
creases as long as possible. (F.D.R.) 


Q. Are you going to permit price- 
fixing in these codes? A. The Admin- 
istration does not contemplate price-fix- 
ing as part of its function. Price agree- 
ments proposed by separate industries 
are subject to approval, if they are not 
monopolistic in intention or effect or 
otherwise opposed to the public interest. 
(D.C) 

In these codes it will be proper to 
ave a provision that they are not go- 
ing to sell products at less than the 
cost of production. When they go be- 
yond that price-fixing I would have to 
ep in because that leads to monopoly 
—and prevention of that is part of 
what this Administration is here for. 
It is not here to institute the organiza- 
ton and operation of these industries. 


(HS.J.) 


Y. How are costs and therefore prices 
10 be computed? A. The cost account- 
ing and statistical phases of the Codes 

















have not yet been developed. The Act 

provides specifically that 
“The President may, as a condition 
of his approval of any such code, 
impose such conditions (including 
requirements for the making of re- 
ports and the keeping of accounts) 
for the protection of consumers, com- 
petitors, employees, and others, and 
in furtherance of the public interest.” 


Q. What is your policy on fixed 
prices? A. 1 believe that people should 
not sell at less than cost of production. 
We should have what is known as an 
open-price agreement—that they report 
sales and prices at which sold. (H.S.J.) 


Q. Is there any thought of placing 
men in various parts of the country to 
watch price situation? A. We want to 
avoid inquisitorial powers and police 
functions. Whoever begins to violate 
codes will be complained against by the 
people in the industry itself. (H.S.J.) 


Prices and Retailers 


Q. In the matter of price-fixers—how 
about retailers? A. The retailers have 
various reasons for wanting to come in 
on this thing. They have suffered a 
great deal from bad practices. As they 
come in here with their association and 
their codes, they have a subject that has 
to be attended to. (H.S.J.) 


Q. Is it necessary to have the retailers 
included in the code? A. This Act is 
an Act intended for the whole people. 
This is what I have tried to describe 
and the President's statement outlining 
the policy of the Act emphasizes this. 
Of course, this Act must apply to every- 


body. (H.S.J.) 


Q. Would you prefer a_ borizontal 
code for the retail stores? A. As far as 
merchandising practices are concerned, 
what is fair for one is fair practice for 
all. I would rather see the retail mer- 
chandising industry come in as large a 
group as possible. (H.S.J.) 


Q. What would you say would be 
satisfactory hours of employment for 
wholesalers and retailers—would 48 
hours be satisfactory? A. Not to me— 
no. But I must not say, definitely. 
These people must bring their problem 
in and we will look it over. (H.S.J.) 


Q. Since the chain stores represent 
only a minority of the retailers of the 
country, how will the majority be af- 
fected? A. If a code comes in that 
doesn’t represent all of them, they all 
have an opportunity to be heard and 
will each have his day in court. In 
order to get the benefits of this Act 
they should organize themselves into as- 
sociations. There is much more reason 
for the retailers to join an association. 
I think that this is a question for the 
associations to work out. They should 
go out and organize the retailers. If 


they do not want to come into an asso 
ciation I don’t know where they will 
stand in relation to the ones who join. 


(H.S.J.) 


Intra-State Business 


Q. Is there any industry that operates 
wholly within one state How would 
you handle that situation? A. That pre 
sents a purely legal question. If an in 
dustry is contained within the borders 
of one state they probably can find 
plenty of smart lawyers to tell them 
that they would not come under federal 
law. I have enough to do without 
bothering with that. (H.S.J.) 

The National Recovery Administra 
tion will have jurisdiction over intra 
state business when it in any way affects 
inter-state commerce. (D.C.) 


Q. Will the industrial recovery plans 
be held up pending decisions on consti 
tutionality? A. As the legal adviser of 
the National Recovery Administration 
let me indicate in a brief space the 
futility of a debate over questions of 
constitutional law in this critical situa 
tion. First, there is no change of any 
provision of the Constitution attempted 
in this law. Therefore, all the time- 
honored constitutional rights of the in- 
dividual remain unmodified by this law. 

Second, there exists no constitutional 
right to do anything which is forbidden 
by this law. There is no constitutional 
right to compete unfairly; and there is 
no business competition which is more 
unfair or more harmful to all the people 
than the competition of low wages and 
long hours, which the NIRA secks par- 
ticularly to eliminate. . . . If the Con 
stitution protected the right of a few 
to profit in such a manner at the ex- 
pense of all the people, it would be a 
charter of anarchy and not a bulwark 
of law and order. In truth the Supreme 
Court has repeatedly held that the Con- 
stitution does not authorize any such 
minority veto upon a code of business 
morality approved by the overwhelming 
majority of the people. 

Finally. Constitutional rights are not 
invaded by proclamations, or statements 
of public policy, or even by grants 
of extraordinary power to meet ex- 
traordinary needs. They are invaded 
only by the exercise of force to take 
from a man a liberty or a property 
right, of which he may not be lawfully 
deprived. Let me say now and em- 
phatically that the NRA expects to 
operate so far inside the boundaries of 
constitutional power that judicial de- 
termination, even on borderline cases, 
will not be necessary. But, if the 
learned members of the profession (in 
which two opinions can always be ob 
tained) feel at any time that the Ad 
ministration has erred, the courts, zeal 
ous to protect liberty and property, are 
always open—and they are the final 
arbiters of what may or may not be 
lawfully done. (D.R.R.) 
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Business Week 


Charles F. Kettering (right) and C. E. Hunt, vice-president of 


General Motors, look over the new Frigidaire heavy duty air-conditioning equip- 


ment which has 10 tons refrigeration capacity. 


Air Conditioning 


The industry finds summer is the best time to sell a year- 
Commercial prospects are still the best. 


round idea. 


THAT ait conditioning is the baby in- 
dustry with a big future nobody who 
knows anything about it will dispute. 
Big companies, both pioneers and new- 
comers, are staking considerable on that 
future. They realize, however, that the 
big future is not the immediate future, 
that a tremendous amount of public 
education is necessary. 

Air conditioning is more than sum- 
mer cooling, but people are not yet edu- 
cated to its desirability the year round. 
As Ralph Leavenworth of Westing- 
house remarks, “The benefits of air 
conditioning are not so obvious when 
temperatures are not uncomfortable.” 
So the industry, for the immediate 
future, is taking the course of least 
resistance, placing its sales emphasis on 
hot weather relict and commercial appli- 
cations through unit coolers. 

Westinghouse is making a line of 
unit-coolers of 1-, 2-, 4-, and 6-ton re- 
frigerating capacities. These units may 
be used singly or in multiple hook-ups, 
with the air-moving cabinets refriger- 
ated from a remote compressor. These 
cabinets may replace existing steam 
radiators, will then condition in winter. 

This company is concentrating on 
commercial installations. In restaurants, 
candy stores, barber shops and beauty 
shops, air-conditioning is not a luxury 
but a sales aid whose profit possibilities 
can be proved with dollar signs. 

A test installation in a restaurant in 
a large Eastern city last summer showed 
that air-conditioning increased patronage 


12 


38% during the hot months, increased 
the average check 309%. More 
people come in, stay longer, eat more. 

Westinghouse, like otiners in the field, 
is busily educating its dealers, has estab- 
lished training courses for dealers, serv- 
ice men and and engineers. Service is an 
important part of sales. 

General Electric is going strong on 
room coolers. Its air-conditioning de- 
partment lists self-contained room 
coolers, portable, floor, and wall types, 
and with remote compressors. Also, 
central air-conditioning systems to meet 
individual requirements. 

Selected salesmen from dealer organ- 
izations in Eastern states attended a 
special school for sales engineers at the 
Pittsfield works. They were trained to 
discuss air-conditioning installations, 
submit estimates. 

Frigidaire, which entered the field 
last year, has a new line of large capac- 
ity equipment designed to handle the 
air conditioning of small theatres, good 
sized stores, offices, apartments, and 
large residences, in addition to its single 
room coolers. 

Sturtevant, one of the pioneers in air 
conditioning, has added room units to 
its central systems. Its new catalogue, 
just released, shows room _ coolers, 
humidifiers, heaters, as well as railroad 
and central installations. 

York Ice Machinery Corp., which 
made the units for several railroad in- 
stallations, now has an individual air 
conditioning unit and a central system 


sales 


suitable for store, restaurant 
hold use. 

De La Vergne (Baldwin-S 
is marketing its unique r 
frigeration room unit (BW 
mainly on the Eastern sea 
season, plans to complete 
sales and service organizatior 

American Radiator and 
Sanitary is selling a centr 
weather manufacturing plant 
as well as large store and | 
Its refrigerating machine (D. 
uses only steam and city water 
unit, already described (Bi 
12°33), uses the principle of 
silencer to shut out noise as it 
and conditions fresh air. 

Air conditioning is still in its ir 
fancy. Moving picture pala 
the first to see the possibilities 
politan stores, after 
Macy’s, are following suit. 
looking into the matter. Jo 
ville, for instance, expects to 5 
deal more from its executives 
workers now that its New Y 
are conditioned. Commercial 
tions generally are still easier 
but the day is not far when 
air-conditioning plant will 
versally accepted as the furna 
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KAPOK is the hollow silky fil 
pod of the Ceiba tree, someti 
tree cotton It the 
cient insulating materials in 
being light and moisture resist 
it is hard to handle, much har 
wool or cotton. 

The Seaman Paper Co. has 
and patented a way of usin; 
which greatly extends its pos 
The new material, called Sea 
sists of untreated and una 
kapok held in sheet form by 
membrane on one side. 

Seapak comes in 2 varieties, | 
with the thin paper membrane only 
lined with tough rope paper 
Seapak is made in 2 thicknesses 
an eleventh of an inch and 
eighth of an inch. The rope-| 
may be had with a liner of 
ness which suits the purpose. 
new, no stocks are carried at pr 
orders are special. 

Uses are many for 
frigerators, for gloves to handl 
for sound and temperature ins 
airplanes, automobiles, buses 
weight is a factor. It may | 
sewed to make light, warm g 
outdoor use, lumber jacket 
bags, sun hats, and the like 
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Dymaxion Car 


Buckminster Fuller demonstrates the first of what may 
be a new breed of automobile, built like a plane, truly 
streamlined, with the engine back and the pilot up front. 


TUCKED away among the gadget sellers 
at the last New York Automobile show, 
far removed from the glistening new 
models on the main floor, was an ex- 
ibit which may some day be pointed 
ut as the beginning of the end of the 
qutomobile as we know it. 

The exhibitor was Buckminster Ful- 

whose logical if sometimes inco- 
erent ideas on living in glass houses 
had brought him fame bordering on 
otoriety. With dirty hands and a 
charming manner, this genius in a busi- 
ness suit explained to whoever would 
sten the re saree of his Dymaxion 
use, his Dymaxion boat, and his 
Dymaxion automobile. 

The presence of this ‘Wild Man of 
Dymaxion,” as Business Week remarked 
t the time, “whose ideas on the auto- 

ile of the future throw the more 
servative engineers into the jitters 

. was by invitation of the astute Mr. 

eves of the Automobile Chamber of 
merce, Was inspirational and edu- 
von _ 

The Model Stage 
Happy, bright-eyed, he ran his little 
heeled wooden models around the 
ng of the booth, demonstrated the 
evelopment of his ideas to grimy 
ing catalogue-hunters and engineers 
wn from Detroit impartially. Yes, 
the Dymaxion had only 3 wheels. No, 
engine was in the rear. Yes, the 
river sat out front, like the pilot in 
a plane. No, the car had never been 


automo- 
t a 


new W 


Last week, with his new associate, 
cht-designing Starling Burgess, Buck- 


_—_— 


—— 


el 


“MODEL C2 DYMAXION TRANSPORT”—At the right, Buckminster Fuller, 


At his right, Starling Burgess, cup-defender designer, who built the first Dymaxion car, which drives on the 2 front 


fectly logical, 


minster Fuller demonstrated the full- 
sized embodiment of his ideas with 
the same happy equanimity. He ran it 
around the trial track of the old Loco- 
mobile plant at Bridgeport at 70 miles 
an hour, said he drove slowly because 
of the crowd, could easily have done 
120. 

Take an amphibian airplane, clip its 
wings, pop out its retractable landing 
gear and you will have a close approxt- 
mation, externally, of the Dymaxion 
The “Model C Dymaxion Transport,” 
as Fuller calls it, “has 3 wheels—2 
abreast maximum beam and 1 astern. 
The 2 abreast wheels carry 75% total 
weight, and serve as tractors and brakes. 
Single stern wheel serves as rudder. 
This wheel arrangement makes feasible 
true streamlining shell without increased 
road path and affords increased kinetic 
stability 

Wind resistance increases as _ the 
square of the speed. So the Dymaxion 
is made to require only 13 horsepower 
at 50 m.p.h. where Avstanpro (Fuller 
short-talk for Average Standard Pro- 
duction car) needs 27. The air resis- 
tance of Dymaxion is only about one- 
fourth that of Avstanpro, which uses 
809% of its power at 60 m.p.h. in over- 
coming wind resistance. 

Here are interesting figures, as tersely 
set down on the card of admission to 
the Dymaxion trials: 

Although 4 ft. longer, the Dymaxion 
can be parked in less space than Avstan 
pro because of its greater maneuver 
ability on 3 wheels. In Fuller language, 
the “visibility comparison in % of col- 


f. 


liding contour visible to driver 1S 
164% for Dymaxion, 0% for Avstan 
pro. Which means that the averag 
driver can’t see the front end of his car 


Dymaxion 

Length over all 
Height 
Beam 
Weight 
Wheelbase 
Resistive 

sq.ft 

Surtace 
Volume useful 


| ; 
closed space 


Beyond the Ford V-8 engine which 
powers it, Mr. Fuller's land-plane has 
little in common with present-day cars 
The engine is in the rear, but drives the 
front wheels. Brakes are on th 
only Fuller 
principle with a toy 
floor with the rear 
swerves and skids: with the front wheels 
braked, it slides straight 

No Horse Tradition 

In designing the Dymaxior 
builders went back to first prin 
deserting the evolution of the h 
turning 
duralumin, bach 


front 
wheels demonstrates th 
Pushed across the 


wheels locked it 


carriage with its front 
The 


with balsa 
up the shock of a collision 


shell is of 
nose 

Ther ire 2 
gh tor 
Spar tires 


wood in the 


seats, although there ts room eno 


more in the roomy interior 


are carried inside the wind-shell. Run 


non t 


AIS 
immoval le 


ning boards and fenders are 
ent, the front wheels being 
and the rudder wheel having plenty of 


Nothing 


exterior 


turning space inside the shell 
breaks the smooth line of the 
but a on top 
radiator air. Headlights are in a 
at the front 

Weighing less than the Ford 
which its motor came, Fuller says it will 
travel 40 miles to the gallon, could be 


tor th 


well 


shallow Ss oop 


trom 


Wide World 


“Wild Man of Dymaxion,” who is so crazy he is per- 


wheels, steers with the 1 rear wheel, gets more miles per gallon because its wind resistance is less. 
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built in mass production at a lower 
price per pound. 

In only one respect does the actual 
Dymaxion fail to come up to its orig- 
inator’s dream vehicle: it does not rise 
off its rear wheel and plane along on 
the front wheels as did the little models 
at the strange exhibit in the Automobile 
Show. 


Sprayed Suede 


Compacts or caskets may now be 
suede-finished with an air gun. 


SUEDE-FINISHED materials have attained 
a new yey But suede and the 
many suede-like materials must be cut, 
pasted, and mounted, a laborious job. 
The Zapon Co., Atlas Powder sub- 
sidiary, thought it should be possible to 
spray such a finish, developed what it 
calls Sprayed Izarine Finish, patent ap- 
plied for. 

The object to be finished is sprayed 
first with a special enamel, then with 
Izarine powder by an air gun. The 
problem was to make an enamel which 
would stay wet long enough for the 
powder to be blown on, yet dry rapidly 
without baking. 

Ladies’ compacts and 
caskets, toys, trunks, and 
may be suede-finished 
facility. 


gentlemen's 
typewriters 
with equal 


Duco—Round 2 


Appeal on lacquer patent gives 
duPont decision against compa- 
nies seeking to escape license. But 
there’s still another case. 


INDEPENDENTS who were vastly encour 
aged and duPont-licensed manufactur- 
ers who were correspondingly jolted 
when a U. S. District Court denied the 
Duco maker's claims that its patent on 
nitrocellulose lacquers was basic (BW 

Dec21'33) have now reversed posi- 
tions. A U. S. Circuit Court of Ap- 
peals has overruled the lower bench, 
sustained E. I. duPont de Nemours & 
Co. in its suit for infringement of these 
patents against The Glidden Co., larg- 
est of the unlicensed lacquer manu- 
facturers 

Besides setting the paint and varnish 
industry by the ears, Circuit Judge 
Learned Hand, who wrote the decision, 
has strengthened an interpretation of 
patent rights of considerable importance 
to all industry. 

In the case of United Chromium Co 
v. International Silver Co. the court laid 
down the interesting ruling that to dis- 
cover why a process did not work com- 
mercially and to remedy the trouble 
entitled Dr. Colin G. Fink, inventor of 
United Chromium’s plating process, to 
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the patent at issue. He didn't have to 
be the first man to discover a method 
of chromium plating, merely the first 
to discover the process usable commer- 
cially (BW —Augl7’32). In duPont 1 
Glidden, Judge Hand has followed sub- 
stantially the same reasoning in ruling 
that Edmund M. Flaherty, assigner of 
duPont’s lacquer patents, made good 
his claim by being the first to establish 
the viscosity limit essential to the com- 
mercial production of low-viscosity 
lacquers, even though all he did was 
“to carry out what was already known, 
and by trial and error fix the limit 
which should be observed."” The im- 
mediate popularity of Duco, under its 
original name, “Viscolac,”” is taken as 
evidence that earlier offerings in the 
field had not been satisfactory. 

The lacquer issue is not settled by 
this second decision. Trial of another 
suit against the Jones-Dabney Co. of 
Louisville is still on the court docket 
at Wilmington, Del. A decision against 
duPont in this case carried through 
the Circuit Court of Appeals would 
make a further appeal to the U. S 
Supreme Court possible. However, if 
the second action ends as the first one 
has, it’s all over but the shouting for 
licenses. 

Some 50 paint and varnish companies 
outside the duPont pale have a large 
interest in breaking the patent. Sev- 
eral of them have already contributed 


TRAVELING CLOSET—The Val-a-Pak, made 
It travels upright, 
ing 3 suits unwrinkled; folds double for easy 
into, not under, a Pullman berth; hang on the 


new idea in travelling bags. 


air cushion which avoids wrinkles. 


to a war chest to fight the Duc 
facturer. In 1929, 41 millios 
of nitrocellulose lacquers and 
were used and the field for fu 
is a wide one. 


Ash-Can Hats 


Even if experts can’t tell the dif. 
ference, the Federal Trade Com. 


mission won't have renovated hat. 


sold as new. 


THE ash-can hat, long an anno 
manufacturers and better 
(BW —Nov18'31), has been tr 
found guilty by the Federal Tra 
mission Nine New York 
which have bought old felt hats 
vated them and returned them t 
shelves, are ordered to cease an 
selling the revivals as new hats 
showing that the hats have been 
over must be prominently 
Such hats are collected by garb 
peddlers, junk dealers, and | 
stores where they are abandon 
new purchases are made. They 
in huge bales to renovators w 
$1.50 to $2.40 a dozen rl 
mostly in the South. Protestir 
facturers won 
the fact that experts failed to 
renovated hats from new ot 
nobody asks for a new hat when | 


clas 


the decision in 


by 
in Pullman or automobil 
carrying. 
door of a car. 
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TO STOP GRAIN SPECULATION—George N. Peek, center, Agricultural Adjustment Administrator, calls a conference to keep 
Left to right, are: C. E. Huff, president, Farmers National Grain Corp.; Peter B. Carey, 
president, Chicago Board of Trade; Peek; Frank Theis, chief of wheat processing and marketing; and Charles Brand, Co-adminis- 
trator of the Agricultural Adjustment Administration. Mr. Peek minced no words. 


samblers from using commodities as chips. 


“Longs” Caught Short 


Commodity markets take their bitter medicine. 
ington tries to temper it by curbs on trading. 


Wash- 


Figures 


show wheat crop short, cotton consumption gaining. 


DecLiNEs of 30¢ in wheat, $8 a bale 
a cotton, 3¢ in rubber, 14¢ in hides, 
og in silk, amd fully 2¢ in copper, 
spoiled the fun in the commodity mar- 
kets on Wednesday and Thursday, July 

)} and 20. Commodity markets col- 
apsed with the 2- to 20-point drop in 
the stock market. Reasons were vari- 
ous. To those who had watched the 
rise through misty memories of 1929 
they were obvious. Brokers agreed that 
a reaction had been long overdue, that 
the market had become unhealthy, top- 
heavy, and highly speculative. For sev- 
eral days trading had been in unpre- 
edented volume. 

Those looking for external causes 
thought the bears got a hand from 
ineasiness about the blanket code, from 
the drop in the pound (from $4.88 to 
$4.68 in 2 days) because of the British 
government's refinancing program, and 
‘rom other disturbing influences. 

Emergency Measures 

Trading in grain and provision fu- 
tures on the Chicago Board of Trade 
was suspended for a day. On Saturday, 
July 22, Secretary Wallace approved 
the Chicago Board of Trade program 
to avert a further collapse of commod- 
ites by a prohibition on trading below 
the closing prices of Thursday—July 
wheat 90¢; July corn, 46¢, oats, 35¢. 
Fluctuations in a single day's movement 
in wheat would be limited to 5¢, in rye 
and barley to 4¢, in corn to 3¢. A 
wmit was set on speculative commit- 
ments and more adequate margin re- 
quirements ordered. Provisions were 

tor the abolition of trading in 
indemnities, looked on as a prime cause 
Of EXCessive price movements. 
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The same day the Department of 
Agriculture announced that “an as- 
tounding illustration of the results of 
individual unrestrained speculation has 
been brought to the attention of the 
President and his Secretary of Agricul- 
ture. (It turns out that one man, 
Edward A. Crawford, one-time Florida 
dentist, commodity trader—with inter- 
ruptions ascribed to bad guessing— 
since 1921, had been long on corn by 
13 million bushels and probably long on 
other grains to the extent of several 
million bushels, had been caught in the 
decline of prices, unable to put up any 
more margin and would have to be 
sold out.) 

“This selling-out process would mean 
in effect that his brokers, 17 in number, 
would be compelled to dump 13 mil- 
lion bushels of corn and several million 
bushels of other grains on the market 
and this dumping would naturally 
cause a severe break in grain prices, 
all the result of the speculation of one 
individual. . . . This speculator is only 
one of several who have traded wildly 
on both sides of the market.” 

In consequence of this “astounding” 
discovery, the Department of Agricul- 
ture also revived the rule requiring 
reporting of all grain holdings, which 
had been rescinded during the Hoover 
administration. From now on, the 
Board of Trade must report long and 
short accounts of 500,000 bushels or 
over in any future, at the close of each 
day's trading. The grain trades were 
ordered to adopt at the earliest pos- 
sible moment codes designed to protect 
the farmers henceforth from excessive 
speculation. 


It is difficult to see where the farmer 
benefited by setting a minimum price 
in trading. The cash markets remain 
we ne and although cash wheat 
started this weck with a rise there 
would have been nothing to stop the 
cash market from going downwards, 
except the possibility of cash buying 
for future delivery—always a possibility 

On the other hand, it seems quit 
clear that the minimum price order was 
a boon to speculators who had been 
caught “long.” With no way for future 
prices to decline, traders were not 
called on for new margins—and there- 
fore were given time to liquidate. If 
there had been a decline, the 17 brokers 
who acted for the one man whom Sec- 
retary Wallace discovered long,” 
would have been unable to get —— 
margin coverage and might have been 
subjected to heavy losses. 

Acreage Cut Pushed 

Vigorous steps are now being taken to 
speed up the acreage reduction program 
under the agricultural adjustment plan. 
In Pennsylvania, New England, Wis- 
consin, Minnesota, and in other tobacco 
regions, agreements to bring about a 
reduction in acreage are being passed 
vigorously. 

The general crop condition report for 
August 1 is not greatly different from 
that of July 1. The estimate for wheat 

roduction remains at 496 million 
wees and corm production 2.4 billion 
bushels. The 5-year average wheat pro 
duction is 861 million bushels, and 
corn production 2.5 billion bushels. 

World production of wheat outside 
Russia and China will be below last 
year’s crop but the carryover in the 
principal exporting countries is some- 
what larger. Total production in the 
northern hemisphere, excluding Russia 
and China, is placed at 3 billion bushels 
compared with 3.2 billion bushels a year 
ago. Information on the Russian crop 
is inconclusive, but a crop larger than 
the small one of last year is expected 

Tentative estimates of the July 1 
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NEW STEEL 
readied for the Rotary Electric Steel Co. 


scrap—no pig iron or ore 


carryover in 4 principal exporting coun- 
tries, together with the United King- 
dom port stocks and quantities afloat, 
total 35 million bushels more than last 
year on the basis of preliminary figures. 

June cotton consumpuon shows con- 
tinued increase and is reported as 
696,000 bales against 323,000 in June 
last year. For the 11 months ending 
June 30, consumption totaled 5.5 mil- 
lion bales against 4.6 million bales for 
the corresponding 11 months of 1932. 
Cotton on hand in consuming establish- 
ments and public storages totaled 7.7 


AAA Codes 


Detroit is getting a new steel plant. 


Wide World 
Here are the molds being 
The process takes a charge of steel 


whirls it into 2-ton steel blooms. 


million bales against 8.5 million bales 
a year ago. June exports of cotton 
totaled 614,000 bales against 360,000 
bales in June last year. The increase 
in cotton takings is general but is par- 
ticularly notable in the United King- 
dom, France, Germany, and Japan. 
Exports for the 11 months ending June 
30 were less than last year and totaled 
7.7 million bales against 8.2 million 
bales for the corresponding 11 months 
in 1932. The number of spindles oper- 
ating in June totaled 25.5 millions 
against 20.6 millions in June last year. 


Agricultural Adjustment Administration will give pref- 
erence to voluntary agreements by farm products proc- 
essors but can use compulsion to change trade practices 


that cut farm incomes. 


WHILE blanket agreements and Presi- 
dential radio speeches have been keep- 
ing the sun on the National Recovery 
Administration, the AAA (Agricultural 
Adjustment Administration) has been 
making hay. If NRA’s campaign is 
effective, the biggest part of its job is 
done and all except the food indus- 
tries will have discharged their obliga- 
tions. 

The food industries are expected to 
accept the blanket code but they meet 
a further requirement. Under the 
AAA, they must participate in the 
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measures for raising the income of 
agriculture. An opportunity to cor- 
rect marketing and trade practices is 
offered to industry by NRA as an op- 
tional reward for boosting labor costs. 
Under AAA such corrective measures 
are im many cases, regarded as essen- 
tial to the objective of the new farm 
law, and therefore become, in practi- 
cal effect, compulsory on the food in- 
dustries. 

Food processing and distribution will 
be covered by marketing agreements 
(with or without the licensing feature) 


and industrial codes, heading 
AAA. It makes little differ 
outset whether the ultimate 
takes the form of an agree: 
code as substantially the same 
is followed The 
event, is more likely to rest 
than with the applicant 
Voluntary agreements will 
erence. If compulsion is n 
code will be required. Licens: 
ing production or distributior 
resorted to only when other 
enforcement of agreements 
have failed or appear certair 
down 


decision 


Licensing in Use 

Licensing of operations in s 
the great milk sheds was ne 
suppress armed controversy 
AAA's method of meeting t! 
gency should not be regarded 
cal. A lot of milk already 
spilled and more probably will 
fore AAA has the situation 
So-called independent milk 
claim that big milk distrib 
using the proposed = ‘Phil 
Code’”’ to force the elimination 
customary differential of 1¢ or 
quart between retail store sal 
door-to-door delivery. The 
doesn’t know the answer to 
and won't decide whether there 
be a differential and how much it 
be until the Bureau of Agr 
Economics has investigated. 

The accompanying flow she 
lines the successive steps in AAA 
cedure from the first meeting 
industry or group until the fina 
has been promulgated. The 
steps are taken by industry itself 
any contact need be made wit 
government. But the AAA wil! 
ate at this early stage, if desir 
an industry is invited to start by 
ing any proposals that it rega 
offering a solution of its | 
Secret discounts, selling below « 
leaders, slack-filling, and a multi 
other abuses aimed at in trade 
codes in recent years qualify { 
demnation. Under AAA pri 
is permissible but will be used 
when it seems to be the only 
from intolerable cutthroat com; 

If an industry believes that licensing 
its operations and marketing 
products is the only remedy, it 
quest such action. 

Seasonal Operations 

AAA will ask for NRA’s recommen 
dations on labor provisions. Seasons 
operation raises a perplexing 
in many of the food industries 
AAA hasn't tackled it yet. | 
creases resulting from the n« 
and processing tax burdens ar 
anticipated. AAA ofhcials re 
inclusion of contingent claus 
ing these matters in forward 


} 
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An effort 
will be made to restrict such increases 


sor both purchases and sales. 
1) the actual extent of the increased 
costs entailed and to eliminate pyramid- 

A consumers’ counsel will stand 
cyard and attempt to protect the public 
by broadcasting through civic organiza- 
sions, women’s Clubs, and other agencies 
the facts regarding the extent of price 
advances justified by the application of 
processing taxes and higher labor costs. 
Vendees must accept billing above con- 
tract prices im an amount equivalent to 
the processing tax imposed. 

A score of food producing, proc- 
essing, and distributing groups now are 
working with AAA. The marketing 
agreement of the California cling peach 
growers was the first to reach formal 
hearing. Discussion has reached a 
documentary stage with reference to 
hogs, packing-house products, poultry, 
fresh fruits and vegetables, evaporated 
milk, fluid milk, cottonseed oil, mayon- 
naise, confectionery, coffee, cotton gin- 
ning, tobacco, and pecans. 


ie 


Bread bakers are working on a na 
tional basis but have not yet submitted 
their agreement to the AAA. Two 
groups of specialty bakers—New York 
City and Massachusetts—are pushing 
through the preliminary conference 
stage. Canners, preservers, fish mar 
keters, and manufacturers of margarine, 
macaroni, flour, carbonated beverages, 
and breakfast cereals, among others, 
have contracted with the AAA. Several 
have drafted tentative marketing agree- 


Curb Curbed 


ments or codes but are not yet ready to 

put them through ofhcial channels. 
AAA will recognize regional or sub- 

sidiary group action where subordinate 


divisions of an industry can accomplish 
the without awaiting 
wider agreements or national codes. The 
tendency seems to be to handle the pro 
duction and raw foods 
by regional agreements, to cover the 
manutacture and distribution of foods 
by national agreements or codes. 


desired result 


distribution of 


New York’s Curb Exchange gives up some more color in 
the interest of better control following investigation that 
centered on the sins of the unlisted securities. 


THe New York Curb Exchange has 
put into effect new rules or. trading in 
unlisted stocks and bonds. Unlisted 








tion or Marketing. 


Economics and NRA. 


(7) Conference held; not public. 


recommendations. 
if changes are contemplated. 


(12) Legal review by AAA counsel. 


(16) Agreement, if accepted by in- 
dustry, signed and promul- 
gated by Secretary. 


(17) Enforcement by industry itself. 


(19) Formal hearing by Secretary 
of Agriculture on agreement 
violations. 





(2) Drafting of code or agreement by industry committee. 
(3) Review and preliminary acceptance by industry. 


(4) First contact at AAA with Executive Assistant to Administrator to 
determine readiness for further action and proper assignment in AAA. | 
Further informal discussions, if necessary. } 


(5) Application for conference with appropriate AAA division—Produc- 


(6) Conference date fixed by AAA division in charge; AAA chairman 
named; notice to industry ‘representatives, to all AAA sections, the 
General Counsel, Consumers’ Counsel, also Bureau of Agricultural 


(8) Further revision by industry, if necessary. 
(9) Submission of acceptances and request for formal hearing. 


(10) Formal hearing before AAA on date fixed after revision has progressed 
as far as feasible \vith 10-day notice required; includes taking of pro- 
tests as well as acceptances by others than signers. 


(11) Consideration of code or agreement by Administrator's representative. 
Gathering and coordination of AAA division comments and NIRA 
Includes conferences with industry or othcr parties, 


(13) Recommendation of action to Administrator. 
(14) Review by Administrator, if any controversy. 
(15) Recommendation to Secretary of Agriculture. 


(16) Code recommended 


(18) Reports of violations to AAA; correction by conference attempted. | 


(19) Report of violations of codes | 


The Road to a Code or Marketing Agreement 
Under the AAA 


(1) Conference of industry. Committee named. 


to and 
issued by President; industry 
acceptance not required. 


to Department of Justice for 
prosecution. | 
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securities, under a former tolerance, ol- 
fered opportunities for the most ex 
travagant shenanigans both before and 
after the Big Bust 

While all eyes were turned to the New 
Deal activities in Washington, New 
York's attorney-general was investigat- 
ing unlisted practices on the Curb. 
Some things discovered were not at 
all nice. The new regulations are the 
exchange’s promise of reform to the 
above authority. Backsliding must en 
counter the threat of action by the 
attorney-general, the possibility of new 
legislation by the state and, perhaps, 
by Congress. The Federal Securities 
Act is another hazard, especially in the 
employment of tipster sheets and bally- 
hoo statements. 

Ticker Censorship 

The new Curb rules indicate former 
abuses. Some of the regulations now in 
effect are: 

By a decree of the governors, sym- 
bols on the ticker separate listed from 
unlisted issues. Notice must be given 
a company before its securities are ad- 
mitted to unlisted trading, with an 
opportunity for presentation of objec- 
tions. With certain exceptions, issues 
which have been reduced to less than 
100,000 shares will be removed from 
unlisted trading. 

Analysis by an independent certified 
public accountant must be applied to 
financial statements accompanying the 
applications. Listed securities shall not 
be shifted to unlisted trading unless 
they conform to the new rules. No 
stock will be admitted when the issue 
is less than 100,000 shares, of which at 
least 25,000 “free shares” must be in 
the hands of the public. The company 
must have been operating for not less 
than 2 years a show ‘“‘satisfactory 
earnings” for such period. The com- 


pany must furnish stockholders finan- 
cial statements, certified by independent 
Such 


accountants, at least once a year. 
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statements must be unbiased and illu- 
minating. A ‘‘present, active market” 
for the stock must prevail in New York. 
Trading in unlisted bonds is similarly 
tightened, no issue of less than $5 mil- 
lions being eligible. Foreign issues, 
too, must disclose their status more 
fully. 

The New York attorney-gencral’s 
office says that all this is fine, and hopes 
the Curb will adhere to the new faith. 
(It also admits that a chump and his 
money are soon parted and that all the 
attorneys in the world can't prevent 
people trom taking a chance on some- 
thing for nothing.) 

Unlisted Trading 

Important is the requirement that 
free shares of an issue shall be at least 
25,000, as this makes for an active 
market and renders corners more diff- 
cult. Rules giving companies a say in 
the listing of their securities illustrate 
an important difference between issues 
on the Curb and on the New York 
Stock Exchange. To be listed on the 
Big Board companies must submit ap- 
plication, must furnish frequent and 
complete —- to stockholders. The 
Curb’s listed securities also are accepted 
on application of the companies under 
somewhat less rigid restrictions; but 
unlisted Curb trading is allowed on 
application by a member of that 
exchange. 

Formerly unlisted regulations were 
so loose that large corporations reluctant 
to submit full information to the public 
gaze preferred to leave securities in this 
category. Aluminum Co. of America, 
Armour & Co., Electric Bond & Share, 
Standard Oil of Indiana, ditto of Ken- 
tucky, ditto of Ohio are among impor- 
tant companies with issues unlisted on 
the Curb. But among and around the 
big boys are cats and dogs which have 
bitten many victims. 

Manipulation Methods 

Example of how the unscrupulous 
formerly worked: 

Broker Fox corraled a mess of Inter- 
national Widget common of which he 
bought 10,000 shares at 25¢ each. He 
called in his friend Broker Weasel and 
made a deal. The stock was put on 
the Curb, unlisted. Then the ena 
turned on the heat. Henchmen of 
Broker Fox sold blocks of International 
Widget to henchmen of Broker Weasel, 
no money changing hands since both 
were in on the manipulation. The price 
was raised by phony bids, the market 
whooped up, suckers attracted and in- 
duced to buy. If they were biting well, 
quotations might be boosted to $1. 
Thus Messrs. Fox and Weasel retired 
with a cash profit, the suckers retired 
with their worthless International Wid- 
get and sore heads. This kind of pool 
operation will require more - yo here- 
after and will be handicapped by more 
supervision. 


In the old «sometimes called Good 
Old) days, the avarice of the chumps 
was prodded with tip sheets — 
the stocks and phone calls by dynamic 
gents called ‘“‘dynamiters.” (The Fed- 
eral Securities Act may discourage the 
tip sheet, but dynamiters can still work 
since their promises are in unrecorded 
vibrations. ) 

Serving the Suckers 

One “investment banker” described 
at the New York investigation how he 
had run up a moribund stock that cost 
50¢ to $2.50. He did not resent his 
roster of prospects being called a 
“sucker list.” ‘What did you do with 
this list?” he was asked. 

“We serviced it,” was the innocent 
reply. (This was a bull market.) 

Servicing consisted of inducing the 
victim to sell whatever securities he had 
so that he would buy the phony in 
which the dynamiters were interested. 
That was last year. In 1929, opera- 
tors continued blithely to run up an 
unlisted stock after the company had 
gone bankrupt. Between 1928 and 
1933 the Curb allowed unlisted trading 
in stocks of 47 companies after those 
companies had protested and tried to 
get the issues removed. 


Cynics point out a loop! 
future in case the Curb’s 
suffers a relapse. The nev 
vides that issues of a con 
to be traded in if it can b 
the company is injured ther 
the Exchange remains the 
jury, and has the final de 
arguments. 

Lovers of the picturesque 
wild-cat operators would hat 
Curb go completely pansy. 
back to the days when it 
curb market. Up to 1921 t 
were made by a band of rol 
men in outlandish skypieces v 
about in the center of Broad § 
signaled deals to compatriot 
dows above. A _ weird but 
finger language conveyed det 
windows brought fabulous rent 
the Curb has its own magnifi 
ing overlooking the unspeculat 
in old Trinity's churchyard 
cal gadgets and signals have 
the finger talk. 

But old faiths persist. One t 
die hard in the lower reaches 
hattan holds that the providen 
gave money to suckers, cr 
guys to take it out of their | 
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give clerks time to catch up” and to limit trading after the little crash. 
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AND-NEW figures from the Federal 
Reserve's statistical laboratories provide 
interesting post-mortem on the 
nkers’ battle against the deposit in- 
rance provisions of the Glass-Steagall 
ict and write a persuasive obituary for 
ne of the theory that has flourished 

1 banking classrooms. 
Beginning July 1, 1934, the Glass- 
steagall Act will require 100% insur- 
¢ protection for the first $10,000 of 
very deposit. The figures show that 
} means complete coverage of 99.3% 
all accounts in Reserve member 
aks (30.3 millions out of 30.5 mil- 
ns), but that these depositors whose 
nkbooks can boast less than $10,000 
less than 40% of total deposits 
2.3 billions out of $23.5 billions). 
Accounts running from $10,000 to 
0, on which the increment above 
00 will get 75% insurance pro- 
under the act, make up 0.6% 
the customers, contain 15.8% of 
tal deposits. 


Those topping $50,000, giving the 
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1933 


Secretary Ickes, right, Public Worke 





dome 
Administrator, an¢ 
Col. Henry M. Waite, his deputy, confer on the first list of municipal projects, 


Small Deposits, Small Borrowers 


Reserve banks’ statisticians find that 999% of their de- 
positors stop at $10,000, but accounts over $50,000 
hold 45% of their deposits; also that the small borrower 
doesn’t benefit from an “‘easy money” policy. 


banker something to worry about in the 
provision calling for 50% insurance 
on everything in excess of that amount, 
total only 46,870 and make up only 
0.1% of all accounts. But they con- 
tain $10.5 billions, which is 44.6% of 
all the deposits there are in these banks 
and they average $224,000 against a 
general average of $770 for the full 
30.5 millions of deposits surveyed. All 
of which is confectionery for critics of 
our distribution of wealth. 

Since the Glass-Steagall Act also sets 
up a temporary deposit insurance plan 
for deposits under $2,500, to go into 
effect mext Jan. 1, or sooner if the 
President desires, this survcy also pays 
attention to the small fry. Depositors 
whose accounts will have 100% cover- 
age under this program constitute 
96.5% of those doing business with 
the member banks, but only 23.7% of 
the deposits of these banks and they 
average just $189. 

The second significant study by the 


Reserve banks covers interest rates 


harged to customers on small 


Among other things it helps to ex 
why the Reserve discount rate has 
little meaning for the ave 

About 200 member banks in 38 
cities were asked to report the 
of rates charged on 2 classes of 


customer loans of from $500 to $ 

in May, 1 and in May, 1933. It 
will be recalled that during this 
open-market 


‘ 


roughly 4% 


8 


ratcs ed ir 


droy 
to less than 1°; C lasses 
sclected (1) custo 
commercial paper, would be 
eligible for rediscount at the | 
Reserve banks, and (2) loans secured 
by stock exchange collateral 
Showed Little Change 

On the small commercial 
member banks of the 175 
showed no change in rates in the inter 
val, 20 showed a 


of loans were 


such as 


loans 


rc} orting 


slight decrease, 8 a 
slight increase. On the average, the 
rates reported by the 175 banks cd 
clined from 6.42% in 1928 to 6.38% 
in 1933. On small k 
stock exchange collateral the chang: 
was cven less im} 


ressive 


Two striking conclusions arise from 
these figures: (1) That the New York 
money market docs not reach tl 
terior banks; (2) that the Fe IR 
serve Board’s continuing ver 
to customers wl | ad med tro 
5.160 in 1 8 to 4 “ in 1933, has 
no effect on the rates charged by the 


interior banks 
All this badly upsets the theory that 


the changes in the discount or in the 


money market encourage or discourage 
lending to customers by int rr banks 
and thereby exert some regulatory in- 
fluence on business activit I} facts 
are that the business man in the small 
town is unaffected by sweeping changes 
in the money markct and goes blithely 


on his way without ever hearing of 


changes in the discount rate. 


Curtain-Raiser 


Public aid sought in plan to fi- 
nance the theaters and, perchance, 
to revive the “road.” 


THEATER lovers are being invited to ex- 
press their affection in dollars by a new 


ti 


organization which hopes to re ie th 
play industry from its present low estat 
National Theatergoers Association, In 
New York device 1 I 
prominent producers, capit ilists, others 
It offers playgocrs an opportunity to 
combine with theatrical in 
finance an adequate number of new pro 
ductions, to support them with patron 
age, to gradually revive the road, which 
before the days of movies was an im- 
portant producer of revenuc 

National Theatergoers visions a per 


manent financial institution to help 


is the create 


terests to 
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So McGraw-Hill expand; 


Epoch-making news is coming out of Washington. The 
newspapers are full of it. Headline-writers dramatize 


Editors comment on it. Cartoonists play with it. 


But the business man wants to know what it means to him 
to his employees, and to his stockholders. He wants 
know how the National Recovery Act is going to affect 
business. He wants to know what “Industry Contro!” will 
do to prices and wages and competition. The report 
and comments in his favorite daily are not sufficient. He 
must look elsewhere for information, interpretation and 
expert opinion on matters of such far-reaching economic 
importance. 


This is where the business paper fits into the picture. 
McGraw-Hill Publications, individually and collectively, 
have long been serving business. They are not limited in 


man-power or facilities to the editorial staff of any one 
publication. The combined staffs of 21 different McGraw 
Hill publications are continuously contacting nearly every 


major industry and trade. 


This industry contact is augmented by special correspoo 


McGRAW-HILL PUBLISHING 


New York + Boston 
Business men, industrialists and en- 
gineers regularly read the McGraw- 
Hill Publications. More than 
3,000,000 use McGraw-Hill books 
and magazines in their business. 
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Philadelphia 


Radio Retailing 

Food Industries 

Chemical & Metallurgical 
Engineering 


Washington - 


Detroit 


Greenville Cleveland - 


American Machinist Transit Journal 
Product Engineering Bus Transportat 
Engineering News-Record Aviati 
Construction Methods Textile World 


Electrical World 
Electrical Merchandising 
Electrical West 
Electronics 
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its Washington service... 


dents assigned to the seat of national recovery activities. 
McGraw-Hill has maintained a Washington Bureau for 
many years to keep its readers apprised of National devel- 
opments. Paul Wooton, veteran Washington correspondent, 
has reported the National news for McGraw-Hill papers 
since 1917. With him in recent years have been associated 
Carter Field and Irvin D. Foos. To this eminent Washing- 
ton staff have now been added the full time services of 
Wallace Thompson, editor of Ingenieria Internacional. In 
New York, Edward P. Warner, editor of Aviation and 
former Assistant Secretary of the Navy, has been assigned 
the task of editorial direction and coordination of effort 
in matters relating to the National Recovery Act. Another 
McGraw-Hill representative, O. Fred Rost, has been as- 
signed to devote his entire time to the various trade asso- 
ciations which have suddenly been lifted to a position of 
heretofore undreamed-of responsibility. 


McGraw-Hill is thus serving its readers with the most 
prompt and valuable business news service it has ever been 
its privilege to offer. This service is reflected in the news 
and editorial columns of the McGraw-Hill Publications. 


COMPANY, Inc. 


Chicago + St.Louis + San Francisco + London 


Engineering and Mining Journal Factory Management and 
(Domestic and Export Edition) Maintenance 

Metal and Mineral Markets Power 

Coal Age Business Week 
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PAUL WOOTON 


Taught school and did news- 
aper work in Mexico. With 
jew Orleans Times-Picayune 
since 1911, Washington corre- 
spondent in 1914. McGraw-Hill 
Washington correspondent since 
1917. Associated with many 
activities of the corps of cor 
respondents in Washington 
President of Overseas Writers 
and two terms Chairman Board 
of Governors of National Press 
Club Has covered various 
assignments for McGraw-Hill 
Publications in Europe 


CARTER FIELD 


McGraw-Hill correspondent and 
feature writer for Bell Syndicate 
since 1929 Former Washing 
ton correspondent of the New 
York Herald-Tribune and its 
predecessor the New York 
Tribune from 1915-1929. For 
mer President National Press 
Club Member of the National 
Press, Gridiron and Metropoli- 
tan Clubs. 


WALLACE THOMPSON 


Chief editor of Ingenieria In 
ternacional and author of books 
on industrial relations with 
Latin America A member of 
the original staff of the United 
States Daily as expert on foreign 
affairs, later of trade and im 
dustry. Newspaper experience 
in Paris and Mexico City. Mem 
ber Century, Explorers, Nation- 
al Arts, Cosmos and National 
Press Clubs. Fellow of the 
Royal Geographical Society 


IRVIN D. FOOS 
Business paper correspondent in 
‘ashington since 1920. A mem 
ber of the Washington staff of 
McGraw-Hill since 1929 and 
also Transportation Editor of 
BUSINESS WEEK. Active in 
organization of Business Paper 
Correspondents Committee in 
Washington. Member National 
Press Club. 


O. FRED ROST 

Marketing Editor of BUSINESS 
WEEK. Since 1928 director 
surveys of distribution, Mc- 
Graw-Hill Publishing Co. For 
19 years active in national trade 
associations of important indus- 
tries as member or observer. 
Author of books and articles 
on the practical mechanics of 
business and cooperative effort 
in business. Received McGraw 
Award, electrical industry, 1927 

















“create and regulate the kind of stage 
and moving picture productions that the 
public will enjoy,”” also to enable the 
public to share in profits. Capitalization 
is divided into two classes of shares, of 
which a million each is planned. Profits 
will be split 50-50 between them. Class 
A shares are for sale to the public at 
$5 each; holders will receive 10 credits 
of 50¢ each on tickets for productions 
of the association, thus getting their 
original investment back. There remains 
a possibility of subsequent profits. Only 
1 share will be sold a person. Class B 
is made up of management shares to be 
sold in any amount. The new organ- 
ization wants to put on 10 shows in 
New York this fall, hopes that share- 
hoiders in other towns will form a 
nucleus for revival of the road. 


Crosby Gaige, an outstanding 


Gold Market 


pro- 


ducer, is president of National Theater 
goers. Directors and advisory board 
members incude the aristocracy of actors 
Big business men are 
interested too. Chairman of the finance 
committee is Lewis L. Clarke, capitalist, 
New York. Rudolph Spreckels, sugar 
magnate, is chairman of the board. 

It is high time for a rescue party to 
gallop forward and chase away the 
Choctaws threaten our heroine. 
There are 6 shows running in New 
York's 80 legitimate theaters, almost a 
record low. Actors of international 
reputation are playing in barns through- 
out the New England hills. (They can 
accept minute salaries here without en- 
dangering their pay rates on Broadway.) 
Theater mortgage holders will be in- 
terested in any move which aims to 
return the properties to paying basis. 


and producers 


who 


Some sincere inflationists want an open market for gold 
here, but so do all hoarders and all the nervous specula- 


tors short of the dollar. 


a free gold 
on 
em- 


reestablish 
be exerted 
Presidential 


PRESSURE to 
market continues to 


Washington. Under 


bargo orders, no gold can be exported 


or sold on the open market. Those 
wishing to buy gold, as dentists or 
artisans, must purchase it from the 
Treasury. Sales of gold for industrial 
use have been made by the Treasury 
at $20.67 an ounce though gold could 
be sold on the world market at about 
$30 an ounce, thus making a monthly 
loss of about $1 million. For the first 
6 months of 1933 were $10.9 
millions compared with $15 millions 
for the entire year of 1932. 

Chief argument for a free market for 
gold is rebellion against a suppressed 
market for anything. If the dollar has 
depreciated in terms of gold, why not 
be realistic and face the music? It 
would definitely place the Administra- 
tion in position to tell the country that 
the dollar has depreciated in terms of 
gold; that inflation is here. Not to be 
overlooked is the fact that the $4 bil- 
lions gold reserves would immediately 
become worth $5.3 billions, making a 
nice profit for the harassed Treasury. 

Higher Prices First 

The Administration prefers to re 
establish a 1926 price level first, then 
fix the value of gold in terms of dollars, 
regulated in relation to commodities. 

Pressure for a free market comes 
from disinterested inflationists. Equally 
vigorous are speculators who know what 
they want and why. 

The first effect of a free market in 
gold would be to give a premium to 


sale s 
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those who, against Administration or- 
ders, hoarded gold. They would be able 
to exchange $100 in gold coins into 
about $130 of present currency. Large 
speculators who bought securities here, 


DICTATORS, BOTH—Dr. Dollfuss of 


Goemboes of Hungary, who likes to be considered his country’s Mussolini. 


shipped them abroad and s 
France, and then converted 
into gold would be able t 
that gold and sell it on the o; 
here at a premium. The s 
holds true of all speculators 
sold the dollar short in vari 
either by buying foreign & 
shipping commodities abroad 
cotton or copper, and have 
balances in foreign banks 
ernment action at this time 
all those who are long in for 
rencies. Gold miners would 
vest. Gold mining stocks wou 
On Soft Ground 


That the low dollar is in a p: 


position and that these specul 
open to large losses is fores} 


two events during the last week 


(1) The 
Britain's plan for converting |} 
dollar loan into sterling oblig 


the rate of £260 of new bonds | 
In eff 


$1,000 bond outstanding 
gives holders of $140 millions 
a call on £36,400,000. It giv 

of a large currency offering of 


and indicates that the British Fy 


al Oo 


considers sterling worth 
contrasts with a 


American market 


which recent 


$4.86 on the 


sequence, sterling took a shar; 


more than 18¢ on the day of 
nouncement. 


(2) The Foreign Trade Report 
American exports in June have inc: 


Austria (left) is visited by 
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ions over May, while imports 
increased $15 millions. Total im- 
«ceeded exports by only $3 mil- 

The increase in imports was 

the consequence of sharply in- 

raw materials purchases includ- 
amanufactured wool, pulpwood, 
ro-manganese, wood manufactures, 
jes. skins, coffee, tin, and raw sugar. 
this balance is too small to stand 
om under the seasonal increase in ex- 


ports that may be expected for the re 
mainder of the year. In fact the 6 
months’ exports exceed imports by 
$77.5 millions. 

Between these two factors, speculators 
fear that they may be subjected to im- 
portant losses unless they can convert 
their holdings in foreign countries to 
gold and sell the gold here. Hence 
their fervent plea for a free gold 
market. 


Britain to Convert Dollar Bonds 


Premium on paper dollar exceeds 20%, to counterbal- 
ance interest cut from 514% to 244%. Bankers foresee 


beginning of currency war. 


Tue British government is offering to 
onvert its 54% dollar gold bonds, due 
7, into sterling treasury bonds at 
216, on an exchange basis of £260 for 
each $1,000. Applications for conver- 
sion will be accepted up to Aug. 31. 
More than $136 millions of these bonds 
are outstanding. 

In their present form, the bonds call 
for payment of interest and amortiza- 
tion in dollars at their par value. The 
British are asking holders who make the 
inversion to accept bonds which do not 
carry this promise. The gold clause, 
they declare, has been abrogated in the 
United States. Since it is not operative 
now, they are asking bondholders to 
cept new bonds (which will mature 
Feb. 1, 1937), to accept payment in 
paper dollars, 

When they were valued at par, the 
utstanding obligations were worth 
bout £28 millions. If they are con- 
verted at £260 to each $1,000, repay- 
ment at time of maturity will cost the 
British about £35 millions. 

While there is an increase in principal 
under the proposal, interest is impor- 
tantly reduced. At 54%, Britain was 
paying more than £1.5 millions to the 
bondholders each year; at 249%, interest 
will amount to about £886,168. 

Profit and Loss 

When the offer was first reported, the 
terling-dollar ratio had stood for some 
time around $4.80 to the £1. If this 
ratio were to stand until maturity, the 
oondholder who converted would gain 
‘lightly by converting. If the pound 
sterling rises again so that its value is 
nearer $4 or $3.80, the bondholder who 
fetuses to convert will gain. 

There are 4 principal points of in- 
‘erest connected with the plan. In the 
urst place, Britain is attempting now io 
complete, externally, a conversion of the 
public debt. Internal conversion on a 
mass scale was carried out very success- 
tully last year. The appeal was patri- 
ic. Foreign holders of government 
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bonds were not urged to convert and 
accept the lower interest rate. 

The first interest payment of the dol- 
lar bonds since the dollar left the gold 
standard will come due Aug. 1. The 
British have already declared that they 
are not obligated to pay in gold, despite 
the gold clause, because the United 
States government has abrogated that 
obligation in contracts. August interest 
will be paid in paper dollars. Then, be- 
cause foreigners would be less willing to 
convert to a lower interest rate than na- 
tionals to whom a patriotic appeal can 
be made, conversion is being offered at a 
premium. The pound has been fluctuat- 
ing around $4.80. Britain offers to con- 
vert at about $3.80. It is about a 20% 
gain for the bondholder. It may set a 
precedent in conversion of international 
gold obligations. 

Bondholder’s Gamble 

Not forgotten by the international 
banker is the request by the British 
that bondholders accept mew bonds 
which do not carry the gold clause. The 
pound and the dollar may stabilize be- 
fore the bonds mature, but there is no 
prospect now that this is coming in the 
immediate future. It is a matter on 
which the holder is asked to gamble. 

Perhaps the most significant part of 
the proposal is the conversion of prin- 
cipal at the approximate rate of $3.80 
to the pound. Some bankers believe 
this is simply a declaration by the Brit- 
ish that they do not believe the pound- 
dollar ratio, now in excess of $4.60, 
is what it eventually will be. Certainly 
the $3.80 figure is closer the stabiliza- 
tion figure which the British have 
talked for some time. 

There are other bankers who see in 
this declaration the first attack in a bat- 
tle of currencies. When the World Eco- 
nomic Conference was in session, France 
and the gold bloc wholeheartedly de- 
manded that the United States agree to 
dollar stabilization. Britain was less in- 
sistent, but there were British bankers 


almost as French 
They declared that refusal by Washing 


ton to stabilize might readily lead to a 


outspok¢ n as the 


depreciation war The dollar has 
slumped for nearly 4 months until it ts 
in almost the same relation to the pound 
that it was when both currencies wer 
Britain has firmly 
pointed out that the pound at $4.86 1s 
not at its natural level 
Most 
clared that it should stabilize somewher 
between $3.50 and $4. With cheaper 
pounds they can compete on world mar 
kets, which is, of course, all important 
to the British. 

A currency war just now will help 
no one. The gold bloc surely could not 
withstand another serious upheaval on 
foreign exchange markets. Britain has 
made a deliberate initial effort not to 
cheapen the pound but to raise the price 
of the dollar. It probably will not force 
President Roosevelt's hand on stabiliza 
tion any more than did European ef- 
torts at London. 


on the gold standard. 


under current 


conditions. Britishers have de 


Tax on Insurance 


Argentina threatens to tax all 
insurance not placed with national 
companies. United States under- 
writers protest. 


GREAT insurance companies in London 
and New York look on insurance as an 
international which they dis 
pense on a vast scale There are com 
petitors in other countries, but few of 
them are large. Most of them go after 
only local business 

There is a proposal before Argen 
tina's Congress now which would tax 
almost all foreign insurance on goods 
or persons in the country. On insur 
ance on incoming cargoes, for instance 
the law proposes a tax of 7% unless 
the policy is placed with a national 
company. On life insurance placed 
abroad, there might be a tax of 2% 

When the threatened impost became 
known in New York, where many 
United States cargoes for the Argentin« 
originate and are insured, marine under 
writers raised a protest. So did some 
of the exporters; who wondered how 
they were going to contact Argentine 
insurance agencies about which they 
l:now little. 

A few persons noted the alternate 
proposal in the Argentine bill—that a 
2% ad valorem tax on the value of 
shipments be collected. To them, it 
seemed obvious that the Argentine ts 
after new government revenue. Latin 
American countries get their major in 
come from import and export duties 
Income is low this year. Here's another 
way to puff it up without creating a 
complete new set of machinery to col- 
lect it. 
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Business Abroad 


No lull in currency battle. 


before London Conference recessed. 


Silver agreement reached 
Roosevelt radio 


address gets wide acclaim; more pro-inflationists. Hitler 
runs into trade slump. Latin America gets half-year 
credit rating. Trade active in China. 


Europe 


EUROPEAN News Bureau (Cable) — 
Europe listened to President Roosevelt's 
appeal to the American people with litcle 
less interest than Americans themselves. 
Britain liked it; an articulate part of the 
public made an opportunity to say so. 
The Empire, especially, let it be known 
thac the popularity of the inflation 
scheme was spreading. 

France, naturally, pretended to wash 
its hands of the whole idea. Germany 
more or less passed it up in the excite- 
ment of an equally tense domestic prob- 
lem. Scandinavian countries are very 
much interested. There is talk of fol- 
lowing dollar policies even if it means 
breaking from the sterling group. 
Sweden, especially, is experimenting 
with price raising. 

Little less important than the reactions 
to the Roosevelt speech was the mecting 
of the directors of Bank for Interna- 
tional Settlements. Currencies were dis- 
cussed, but there was no unity of opin- 
ion, and the meeting adjourned. Few 
people believe that there will be any un- 
impaired gold standard when the direc- 
tors get together in the fall. 

Announcement of the British plan to 
convert $136 millions of outstanding 
dollar bonds at a stipulated exchange 
rate of about $3.80, but reducing interest 
from 54% to 24%, brought a sudden 
strengthening of the dollar on all ex- 
changes. British buying of dollars on 
the Paris market caused the pound and 
the franc to move more or less in unison 
against the dollar and revived rumors 
that the 2 were definitely linked. 

It is an open secret in London’s inner 
circles that the British cabinet is still 
woefully divided on the major question 
of currency policy. Strong efforts are 
being made to achieve a bold declaration 
that Britain is in no way linked, either 
by “control” or by sentiment to the gold 
group, but the City is still against this 
stand. The old division is constantly 
showing itself; traders would welcome 
a pound-dollar inflationary movement; 
financiers want a pound-franc stability 
stand. The ultimate stand will probably 
not be evident until after the conversion 
Operation is completed. 

London watched the closing sessions 
of the World Economic Conference with 
little hope that the British capital would 
see any revival of the conference. It is 
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more likely that future meetings will be 
held in Geneva or Washington. 

Not everything was gloomy as the 
meeting closed. Business everywhere 
was strikingly calm. The last-minute 
accord among the great silver producers 
and consumers, added to the start on a 
wheat pact, are distinctly bull factors in 
the struggle to raise commodity prices 
The continued improvement in the posi- 
tion of rubber has given rise to the belief 
that some restriction scheme will be 
reached before the beginning of next 
year. The international position of cop- 
per is distinctly better this week. Other 
commodities have been firm, or have 
risen. 

Germany was the only country to re- 
port any business retrogression during 
the week. Unemployment increased 29,- 
000 during the first half of July. Other 
statistical indicators reflected a slacken- 
ing of industrial activity despite the ef- 
fort of Hitler, through his “employment 


MECHANICAL HORSE MANEUVERS—In Britain, the motor lorry has * 
since displaced the horse, but the advantages of animal traction have only ™ 
cently been copied by motor vehicles. 


battle,” to bring economic r 

Germany. The statistical nc 

explain the sudden and g 

about-face of the Nazis in t! 

weeks in their internal policic 

tives are no longer to be persecut 5 
cause they do not belong to i 
Sporadic raids on business 

curbed. The reform has come 

however, to expect it to bring i \ 
results. Business will need to | t 
artfully out of the fear com; 

has taken hold since Hitler « 
power. 

Business reports from Fran 
Italy, and spots in Central |} 
encouraging. There is no s; 
progress, but the gains recently 


have held. 


France 


French not sympathetic with 
Roosevelt policies. Industrial ae. 
tivity increasing. First wheat ex. 
ports to Britain under government 
subsidy. 

Paris (W’ireless)—France has its ov 
interpretation of President Roose, 
appeal to the nation over the rad 

in the week. To the Frenchn 
appeal was a bold effort to institut 
policy of “splendid isolation 
would at once be a rebuff to Wall Str 
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and to Europe, while at the same time 
compensating the western states for their 
jong domination by the East. It looks 
to the Frenchman as though the United 
States is entering the “era of the 
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France Is Skeptical 

Not even the uncertain position in 
which the determined Roosevelt infla 
rion policy leaves France and the rest 
of the gold bloc countries has convinced 
the French that the plan can work 
epticism is general. Not even the 
memory of the response of the United 
Sates citizenry to the war propaganda 
, 1917 has yet convinced France that 
the American experiment can be morc 
than a momentary disillusionment. 
Indices of industrial activity were un- 
usually favorable this week. The spec- 
tacular break in Wall Street had little 
nfluence on the Bourse. Unemploy-| 
ent is declining. 

National finances, nowever, are not | 
, good shape. The government has 
finally sanctioned a great national lot- 
tery and a number of prominent budget 
oficials and Paris bankers have been 
appointed to plan it. Of the money 
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as in ralized, 60% is to go to prizes, and 
dio the remaining 40% to help meet the 
. dget deficit. Popular support will be 
ast 2 sought by appealing through the vet- 
crams Organizations in France, on the 
all Str plea that the revenue will go for pen- 





sions. 





| 
France Exports Wheat 
When France several weeks ago an- | 
nounced that there would be a wheat 
surplus this year and that the govern- 
ment would aid farmers and exporters 
by giving a bounty, it was known that 
shipments would be made to England 
This week, the first cargo left France—| 
500 tons destined for Liverpool. Sale 
price was 43 francs, despite the fact 
that wheat is selling in France (duce 
to extremely high agricultural tariffs) | 
at 115 francs. Government bounty | 
amounted to 80 francs. As much as} 
3 million bushels of wheat said to | 












he | 
equal in quality to any coming from the | 
Argentine, will be available for export 
this year. 








Great Britain 


Pound temporarily seems hitched 
to france; ultimate struggle for 
world trade is between Britain 
and U. S. Recovery is gradual 
but persistent. 


LONDON (Cable)—If there has been 
any doubt about Britain's attitude on 
national policy, it was dispelled when 
Stanley Baldwin tersely summed up 
£overnment’s stand: ‘We must con- 
sider Britain first; then comes the 
Empire; finally, foreigners.” 
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Associated Gas and Electric Company 
Plan of 
Rearrangement of Debt Capitalization 


Is the Plan Necessary? 


ROMWELL cautioned his men: “Trust in God, and keep your 

powder dry.” The Associated Gas and Electric Company 
hopes that present upward trends in business point to a new and 
prosperous era. But this hope does not blind it to the fact that its 
taxes are increasing alarmingly, that its rates are being reduced, 
and that business is still subnormal. 


Since the Pian was announced on May 15, 1933, the Federal 3% tax « 
l ‘ rr ‘+ 


domestic and commercial sales of electricity has been transterred 
consumers to the companies, imposing an additional ex se on A 
ciated operating companies of about $1,100,000 a year. Congress |} 
imposed a new tax on the value of capital stock of corpor 


it 1s estimated, will cost companies in the Associated System more that 
$1,000,000 annually. 
It is doubtful that Public Service Commissions will allow rate increases 


to offset these additional taxes. On the contrary, commis s and 
ipalities in New York, Pennsylvania, South Carolina 

where Associated companies operate, are demanding ther reducti 
The New York Public Service Commission has just issued an order, to 
be effective next September 1, reducing drastically the rates of the New 
York State Electric & Gas Corporation, one of the principal Associated 
operating properties. This order requires a reduction in the Corpora- 


tion’s revenues of $600,000 yearly 


$3,500,000 Less for Interest 


The total of actual and potential increases in taxes and reductions in 
rates is likely to reach $3,500,000. 


Consolidated net earnings of the Associated Gas and Electric 
Company and subsidiaries, after depreciation and after all charges 
of subsidiaries, for the 12 months ended March 31, 1933, were 
only a $2,413,749 margin over fixed interest requirements of de- 
bentures for that period. For the 12 months ended May 31, 1933, 
this margin was only $584,517, after deducting accruals ($1,000.- 
000) for the proportionate amount of the estimated Federal capital 
stock tax for the period from July 1, 1932 to May 31, 1933. Addi- 
tional taxes and rate reductions may easily wipe out such a slender 
margin of earnings, unless business improves substantially. 


The situation of public utilities is aggravated by the lack of a ready 


market for bonds and by the hesitation of banks to assist in pro 
funds to meet maturing indebtedness without requiring heavy sinking 
fund payments. Such payments are so burdensome as to prevent sot 


subsidiary companies from paying the cash dividends which holding 
companies need to meet interest charges 
Improvement in Associated electric output in recent weeks is encour- 


aging. This improvement, however, has not yet produced a correspond- 
ing improvement in earnings, because the increase has come almost 
wholly from industrial users wh much lower rates than residential 


r commercial customers. 


It is the purpose of the Plan to change the situation with respect to 
the interest charges of Associated Gas and Electric Company so that 
they will be largely on an income basis instead of a fixed basis, and 
that in the event of temporary inability to meet full interest charges, 
defaults would not occur which might lead to a receivership, with its 
attendant expenses and risks. 

This event may not occur, but it is the part of business prudence to 
guard against it as fully as it is the part of business prudence to 
insure against fire. As insurance against the risk of such an event, 
if for no other reason, the Management believes that the Plan is 
necessary. 


Associated Gas and Electric Securities Company 


Incorporated 


61 Broadway New York 












of the World Economic Conference it 
is certain that Britain and the United 
States are going to concentrate for a 
time at least in spreading trade in cer- 
tain fixed international areas. Britain's 
primary domain is the Empire, followed 
by a few choice old customers such as 
Denmark and the Argentine. Amerti- 
ca’s trade influence will be exerted in 
Latin America, probably Russia, and 
the Orient. It is in the Orient that the 
2 are most likely to clash. 
Dollar Loan Conversion 

Just now Britain seems closer to 
France and the gold bloc than to the 
United States and the inflationist enthu- 
siasts. That is due to the fact that 
Britain is preparing for the conversion 
of the $136 millions of dollar bonds 
remaining from one of the early War 
loans from Washington. Rumors all 
week that Montagu Norman is likely 
soon to be out of the Bank of England, 
and that the pound is tied to the franc, 
indicate the difference of opinion among 
leaders as to the road British finance 
should follow. The Bank is committed 
to an anti-dollar policy; the exporting 
community, and very importantly the 
Dominions, are pressing for inflation. 

Dollar May Slide 

As soon as the conversion of the dol- 
lar bonds is completed, it is expected 
that the dollar will slide until it ts 
equal to only one-fifth the value of the 
pound, Then the inflationists are likely 
to score and Britain will be forced to 
follow the American example. After 
all, the struggle between the dollar and 
the franc at the London Economic Con- 
ference tended to make it appear as 
though the real world trade battle was 
being fought between Paris and Wash- 
ington. Seasoned economists know that 
the real contest is between London and 
Washington. 

British Recovery 

British business continues to show 
striking signs of strength. Through 
all the disappointment of the closing 
days of the conference, and the recent 
flurry in Wall Street, there has been no 
unfavorable reaction in Britain. The 
stock markets have remained calm, in- 
dustry active, commodities improving. 
Recent company reports and fiscal year- 
end accounts prove that forecasts of 
improvement have been justified so long 
as they were modest. Postal revenue, 
another sensitive barometer, has turned 
upward after a decline for nearly 2 
years. And Britain, last year, increased 
the number of telephone users until the 
country ranks ahead of Germany. 
Preparations are being made for the 
installation of another 700,000 instru- 
ments. 

New issues continue and appear to 
be well received, quite significant when 
it is remembered that this is usually 
the dull season. Public investment 
money is also continuing to flow into 
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industrials and rubber shares. August 
may show the usual slackening of inter- 
est, but it is expected to be only tem- 


porary. 


Germany 


Employment suddenly declines; 
other signs of slackening busi- 
ness. New credits for Soviet 
business. 


BERLIN (Cable)—Germans are aware 
of their isolation this week in more ways 
than one. 

Most striking was the decline in the 
number of men working by 29,000 dur- 
ing the first 2 weeks of July. In the face 
of the mass of Nazi propaganda de 
signed to report every scattered item 
demonstrating the success of Hitler's so- 
called “employment battle,” this is as 
serious as it is disappointing. With the 
decline of the dollar, reports say, Amer- 
ican orders for inexpensive German 
goods are being cancelled. Coal out- 
put and car loadings are both down 
slightly over the totals for preceding 
months, but this may be due only to the 
summer lull overtaking the recovery ef- 
forts. 

Another indication of Germany’s 
isolation is the fact that the commodity 
and stock markets scarcely reacted to the 
collapse in Wall Street last weck. 

Hitler’s drive to put an end to party 
excesses and to restore confidence among 
employers is continuing vigorously. The 
government is evidently aware that it 
cannot withstand the demoralization 
which follows fear at home as well as 
the boycott of foreign buyers. 

The Reichsbank, during the week, 
announced another $12 millions of 
credit for Soviet business. Half of this 
amount will be used to extend credits on 
old orders, while the other half will be 
used to win another $6 millions of fresh 
business. German machine manufac- 
turers are fecling the slump of Soviet 
orders seriously. 


Far East 


American goods moving faster in 
Chinese markets. Japanese domi- 
nate Manchukuo communications 
reorganization. 


AMERICAN goods are recovering their 
former position in the Chinese market, 
owing to the more favorable exchange 
situation since the dollar left the gold 
standard. Some firms which were fairly 
well stocked with goods purchased 
when the dollar was still at par are 
suffering temporarily, but this is not 
greatly affecting the market. Imports 
of American airplanes and equipment 
continue to be a feature of current trade. 


Something of Japanese 
policy in Manchukuo its « 
week in the details of the st 
the new Manchuria Telepho: 
graph Co. Of 1 million s! 
yen face value each, 330, 
the Japanese government and 
to the Munchukuo government 
erties which the 2 governn 
made a part of the reorganized 
Another 270,000 shares Zo to | 
Manchuria Railway, the Ja; 
casting Corp., the Bank of Ch 
employees of the telephone 
graph systems in Manchuria. 
remaining 280,000 shares ava 
public consumption, 180,000 
lotted to Japanese nationals. 
kuans get a chance at the balar 

No results have yet come out 
Soviet-Japanese negotiations i: 
over the Chinese Eastern Raily 
out of the British-Japanese neg 
in London regarding Japanese 
ing” in Empire markets. 


Latin America 


Credit of Latin American coun. 
tries rated by National Association 
of Credit Men. Rio may build 
subway. 


CREDIT ratings in the 21 count 
Latin America are appraised 
by the National Association ot 
Men. Data for the second qu 
the year have just become ay 
show some improvement. 

All countries are rated in onc 
major classifications according t 
nal credit conditions. 

Good: Puerto Rico. 

Fairly good: Mexico. 

Fair: Panama, Argentina, V 
and Brazil. 

Poor: Dominican Republi 
mala, Haiti, Colombia, Salvador 
Costa Rica. 

Very poor: Cuba, Honduras 
Uruguay, Nicaragua, Bolivia, | 
Paraguay, and Chile. 

The promptness with which 
tions are made is the basis for 
rating of the Latin countries. | 
Rico, Mexico, Panama, Ver 
Haiti, Guatemala, and the D: 
Republic pay promptly. Various rest! 
tions make Salvador, Argentina, Br 
Colombia, Cuba, and Honduras 
“fairly prompt.” Peru, and Costa k 
are “slow.” Nicaragua, Bolivia, U: 
guay, Ecuador, Paraguay, and Chile 
rated as “very slow.” 

Little news has developed in any 
country. There is a report from R 
Janeiro that the city will build 
in the capital to handle grow 
demand. Cost is estimated at $2 
lions. Bids will be accept 
Dec. 31. 
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HOW does the 

NATIONAL INDUSTRIAL 
new RECOVERY ACT 
books affect MY business ? 











that answer the business man’s questions 


To be published August Ist! Two new books covering the problems of 
individual businesses under the provisions of NIRA. After Codes are 
approved this question dominates the business horizon: How shall I “do 
business—sell, advertise, deal with employees—to best forward my own 
interests, while maintaining the provisions of the Recovery Act?” These 
books tell you how. 


LABOR RELATIONS BUSINESS 
rx: Under the Under the 


;ociation 


» i RECOVERY ACT RECOVERY ACT 


By Orpway Teap, Lecturer in Personnel — = By Lawrence VALENSTEIN, President, Grey 
Administration, Columbia University, and BU | Advertising Service and | B. Weiss 
: BUSINESS : 3 


Henry C. Mercatr, Director, Bureau of formerly of the editorial staff, Printers’ Ink 
Personnel Research, 270 pages, 5 x 7. $2.00. under the 325 pages, 5 x 7. $2.50. 


How shall I deal with emplovees? How can RECOVERY 
the labor relations provisions of NIRA be ACT 
en nag What are the various forms of :' 
lective bargaining with employees? How | that point to the consumer's hands be in 
_ arge fluenced by the Act? Broadly, this is the ques 
» they “al What have proved to be the 
est employee representation plans? What | tion this book answers. It will aid business 
ut “company unions?” These are typical 
t the questions this book answers. be expected as industry purges itself of market 
Zz ing evils. It gives the executive a picture of 
lhe book is a working manual for employers, : merchandising, selling and advertising unde 
— aloe ie he ne oreo thing‘ mates 
a ie B | RELATIONS which it deals are those that will demand 
ng and my gs re 2 eg oe = te j ser the attention as long as the Act remains on the 
> par - stre ylans, : , alle ‘ ' 
ao "The Sak cenatie tneall this wd COVERY books. It outlines the large number of new 
what experience has shown to be good prac- me 
ein the whole field of employee representa- 
n plans and in collective bargaining with ; 
or unions. Authoritatively, in detail, for eee With this broad map as a guide, the problem 
the individual business, it sets forth just what | era of steering the individual business ship through 
procedures to institute and how to proceed. the new waters will be considerably simplified 


A product is made. It rests in the manufa 
turer's warehouse. How will its passage from 


men to prepare tor the eventualities that may 





Se ; =e - 
merchandising, selling and advertising develop 
ments that may be anticipated, as these con 
cern the manufacturer, the jobber and retailer 


’ 


es See these books for 10 days on poet Send this coupon. 


McGRAW-HILL ON-APPROVAL COUPON 


McGRAW-HILL BOOK COMPANY, Inc., 330 W. 42nd St., New York City 
“end me the books checked below for 10 days’ examination subject to approval or return Within 10 days of receipt IT will pay 
the books, plus a few cents for postage and delivery, or return them postpaid (We pay postage on orders accompanied by remittance.) 


for 


t 
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| 

| 

| Valenstein and Weiss—Business under the Recovery Act, $2.50 - Tead and Metcalf—Labor Relations under the Recovery Act, $7.00 
| 


City and State ..., Company 
‘(Books ¢ sent on approval in U. S. and Canada only.) 
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The Figures of the Week 


Industrial activity advances again though action of some 
components, notably steel and freight, presages a halt 
to further increases at this time. 
no important recessions. 


THE problem confronting all thought- 
ful business men is to trace the effect of 
the stock and commodity market crash 
on business activity. Unfortunately, this 
cannot be completely solved as yet since 
there is always a lag between business 
developments and the final compilation 
of some of the business statistics affected 
by them. 

While the index shows another en- 
couraging advance in general business 
activity—from 68.9 to 69.8, it is be- 
ginning to betray signs of slackening its 
upward pace. Steel ingot production is 
unchanged for the week. Operations 
were speeded up in the Pittsburgh dis- 
trict to handle heavier grades of steel; 
in the Wheeling and Cleveland districts 
they remained steady; elsewhere they 
have begun to decline. The weak point 
in the situation is the slow increase in 
the consumption of heavy steel, though 
pressure for deliveries is still persistent 
from the automobile industry. 

Seven passenger car producers have 


General outlook is for 


again increased their schedules and 9 
continue their operations unchanged. 
Total automobile production at 63,137 
units is 5,115 more than the preceding 
week, the Ford increase being the most 
pronounced. Retail sales of cars show 
signs of slackening, but on the whole 
are being well maintained, especially in 
the rural sections where gains of more 
than 50% over the same period of last 
year are reported. 

For the third time since the first of 
May, leading automobile tire manufac- 
turers and mail order houses announced 
another advance of 10% in the price of 
tires, thus restoring list prices to about 
the same level as prevailed prior to the 
20% cut established in March. These 
advances are the result of the rising 
prices of crude rubber and cotton and 
the increased textile wages under the 
NIRA program. Still further increases 
in prices are looked for with prices and 
operating expenses on the uptrend. 

Construction for the first 12 business 


days in July showed a dail 
$3.5 millions, a decline ot 
June and 30% less than 
year. It seems obvious fro 
ing figures now coming 
public works construction 
rapidly dropping off and t 
ernmental construction prog 
no wise gotten under way 

On the other hand, the 
nificant item in the index is 
and mill production is bei: 
up continually, as revealed by : 
power consumption. The da 
of bituminous coal producti 
5% higher and electric pow 
has increased 15.4%, the sh 
crease occurring in New 
27.1%. It is to be noted t 
power production increased | 
the preceding week, 14.7‘; 
wecks ago, 13.7% over 3 \ 

However, freight carloadi: 
shown no further increase 
week and figures on loadings 
than carload lots indicate a 

Wholesale Prices 

Fisher’s index of wholesale 
ities is now at 70.4 against 
preceding week, but it is to 
bered that the index does n¢ 
subsequent decline in a. 
commodities. The National | 
Conference Board calls attent 
1% increase in the cost of 





THE BUSINESS WEEK 
WEEKLY INDEX OF 
BUSINESS ACTIVITY... 


PRODUCTION 


Steel Ingot Operation (% of capacity) 





Electric Power (millions K. W. H.). 
TRADE 


PRICES (Average for the Week) 


Cotton (middling, New York, lb.) 


FINANCE 


(millions) 


tRevised 


*Preliminary 





Building Contracts (F. W. Dodge, daily average in thousands, 4 weeks basis) 
Bituminous Coal (daily average, 1,000 tons) 


Wheat (No. 2, hard winter, Kansas City, bu.) 


Iron and Steel (STEEL, composite, ton) 
Copper (electrolytic, f.o.b. refinery, Ib. 
All Commodities (Fisher’s Index, 1926 = 


Total Federal Reserve Credit Outstanding (daily average, millions) 
Total Loans and investments, Federal Reserve reporting member banks 


Commercial Loans, Federal Reserve reporting member banks (millions). . 
Security Loans, Federal Reserve reporting member banks (miilions). . 
Brokers’ Loans, New York Federal Reserve reporting member banks (millions) 
Stock Prices (average 100 stocks, Herald Tribune) aa 

Bond Prices (Dow, Jones, average 40 bonds) 

Interest Rates—Call Loans (daily average, renewal) N. Y. Stock ‘Exchange 
Interest Rates—Prime Commercial Paper (4-6 months) N. Y. City 
Business Failures (Dun and Bradstreet, number).. 


Latest 
Week 


"69.8 


Total Carloadings (daily average, 1,000 cars) 

Miscellaneous and L. C. L. Carloadings (daily average, 1,000 cars) 
Check Payments (outside N. Y. City, millions) 

Money in Circulation (daily average, millions) 


) 
100) 


$3,676 
*1,161 
1,654 


108 


$3,341 
$5,651 


$1.06 
$.104 
$30.02 
$.088 
70.4 


$2,197 


$16,746 
$4,790 





Five-Year 
Year Average 
Ago (1928-1932) 


55.6 


Preceding 
Week 


168.9 


16 
$4,709 
693 
1,434 


56 56 
$3,921 
$1,106 


1,648 


84 
58 
$2,883 
$5,751 


108 

69 
t$3,142 
$5,689 


68 


44 
$.058 
$29.46 
$.050 
60.8 


$1.02 
$.115 
$30.13 
$.088 
68.8 


$2,212 $2,439 
$16,240 
$5,463 
$4,066 
$332 
$77.48 
$73.21 
2% 
21-21% 


$16,724 
$4,768 
$3,874 
$955 
$106.08 
$88.76 
1% 
1}-11% 








BUSINESS WEEa 



















































The Index 





the editor. 











The weekly index of gencral busi- 
ness activity, first of its kind, is 
compiled by The Business Week 
from 8 series of weekly figures 
-——steel mill operations, building 
contracts, bituminous coal pro- 
duction, electric power output, 
non-bulk carloadings, check pay- 
ments outside New York, com- 
mercial loans of reporting Fed- 
eral Reserve member banks, and 
currency in circulation. It shows 
the current level of the average 
daily physical volume of busi- 
ness as compared with the normal 
for the season and the year. Nor- 
mal, represented by 100, is what 
the current volume of general 
business activity should be if the 
usual seasonal changes and year- 
to-year growth had occurred. For 
details of statistical methods, write 
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June over May, and to the fact that the 
purchasing value of the dollar was 
137.4 in June against 138.7 in May. 
The increase was largely in food prices, 
which rose 3.39%; clothing went up 
14%, but rent declined 0.29%, and 
coal 1.3%. 

It would be easy to overemphasize 
the crash in the stock and commodity 
markets as a factor in undermining the 
confidence of business men and thereby 
sharply slacking business activity. It 
must be noted, however, that, outside of 
the wailing of speculators who were 
caught with top-heavy commitments, the 
country has taken very little notice of 
Wall Street and has gone on cheerfully 
doing business. The danger in the secu- 
rity crash was the simultaneous decline 
of commodity prices traded on organ- 
ized exchanges that had been whirled 
up by speculative activities. Several 
business factors contribute to the con- 
clusion that we may look for no impor- 
tant check im business activity in the 
next few months. Expectations may be 
summarized as follows: 

Price Outlook 

(1) Continued increases in wholesale 
commodity prices are probable. This 
holds true more especially for those 
commodities that have not been sub- 
jected to speculative activities but have 
risen moderately in the last few wecks. 
Conservative observers have expected a 
levelling out between the speculative 
commodities which have risen too rap- 
idly, and a large group of other com- 
modities which have gone up too slowly. 

(2) The public works construction 
program should make itself felt within 
the coming quarter and construction of 
durable commodities will feel the im- 
Petus as the program emerges from the 
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blueprint to contract stages. The Fed- 
eral Reserve Bulletin for July points out 
that the total volume of manufactured 
articles from March to May was about 
one-half in durable goods consisting of 
iron and steel, non-ferrous metals, coke, 
lumber, automobiles, locomotives, and 
ships, and the other half, non-durable, 
mostly textiles, leather, food, rubber, 
and paper products. The increase in 
business activity has been largely in 
non-durable goods, whereas the durable 
goods have shown little change as a 
whole, the most important being a jump 
in steel production. This demand for 
steel came largely from the automobile 
industry, virtually none from railroads, 
construction, pipelines, or any of the 
heavy industries. It is to be expected 
that, if these industries receive any 
stimulus, we may look for increases in 
business activity in the durable groups 
to supplement the advances already 
made in the non-durable ones. 
Depleted Inventories 

(3) Nor can we overlook the strong 
influences exerted on business activity 
by the shortage of goods arising from 
the sharp production curtailment 
throughout the long depression. The 
family closets are empty, the shelves of 
stores have been depleted, and the ware- 
houses of corporations are without stock. 
Getting back to a normal inventory in 
homes, stores, and manufacturing estab- 
lishments will insure a continuing in- 
crease in industrial activity for the com- 
ing quarter. 

(4) Whether the improvement in 
world business activity derives its im- 
petus from the United States or the 
United States gets its impetus from the 
general improvement in world business, 


need not discussed here. It is sig- 





nificant, however, that the improvement 
in world conditions already has been 
reflected in the domestic situation. June 
exports of cotton were 614,600 bales 
against 360,000 in June last year. World 
consumption of copper, outside of 
North and South America so far in 
1933, has averaged 65,000 tons a month, 
and shipments in July thus far are well 
above the average. Stocks of copper in 
the United States on June 30 are esti- 
mated at 50,000 tons less than on Jan. 1. 

(5) Increased earnings by corpora 
tions for the second quarter of 1933, 
now coming to hand, also will prove 
a stimulus to continued business activ 
ity. They place the corporations in a 
better cash position to absorb the larger 
manufacturing costs to which they will 
be subjected in consequence of the new 
industrial codes and, as shown by the 
statements of the automobile industry, 
a small increase in volume is sufficient 
to make for large increase in earnings 
because of low production costs. 

Effect of Codes 

(6) The codes themselves are de- 
signed to give more purchasing power 
and greater leisure to labor—which will 
contribute to increased purchases and 
should be reflected in industrial ac- 
tivity. 

In this outlook it is easy to over- 
emphasize possible dangers, such as the 
probability of strikes, the fact that wage 
rates may lag behind retail prices, espe 
cially in the upper grades of salaried 
workers. Furthermore, the speculative 
flight from the dollar may be checked 
and thus bring commodities from specu- 
lative holdings into consuming chan 
nels, the other hazards still to be faced 
But the constructive factors appear to 
outweigh them. 
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The Financial Markets 


Convalescents in the security and commodity wards are 
cheered by second-quarter earnings statements—best in 
3 years—but just a little shivery under Mr. Roosevelt's 


new blanket. 


Money 


STILL reeling from the dizzy drop in 
commodity and security prices last weck, 
Wall Street is dazedly attempting to esti- 
mate the effect of the blanket code on 
industry and earnings. Is it all so simple 
as the President suggests? If all act to- 
gether, he says, “no employer will suffer 
because the relative level of competitive 
costs will advance by the same amount 
for all.” Hard-boiled market men have 
their doubts. Can they all be gotten to 
work together, and even if they could, is 
the outcome as simple as the President 
suggests? Certain sections of Wall 
Street look askance at the blanket code 
as an attempt to boycott business organi- 
zations that will not or cannot comply. 
The words “reprehensible” and “‘black- 
mail” are common. So are sour thoughts 
on the fading of that bright conviction 
that “every boost in revenue will go into 
profits.” On the other hand, there are 
many who view the President's action 
as a constructive step to revive business 
activity, who hold that corporations 
may be expected to show reasonable 
earnings based upon substantial re- 
covery. 

The commodity markets which had 
gone through a harrowing week whereby 
wheat had dropped perpendicularly 30¢ 
a bushel and cotton $8 a bale, recovered 


considerable of their poise, wheat re- 
covering 9¢ in 3 days’ trading, and cot- 
ton going back to 10$¢. 

The silver agreement finally reached 
under the steady prodding of Senator 
Pittman is not considered significant. It 
must be ratified by the home govern- 
ments of 9 countries by Apr. 1, 1934, 
and it merely provides that the silver- 
producing countries should buy from 
their home mines sufficient metal to 


‘cover probable sales of Treasury stocks 


of India and Spain. The effect of this 
would be mildly to stabilize the price of 
silver as a commodity uninfluenced by 
the disturbing sales of governmental 
stocks. 

The money market has not been seri- 
ously affected by the crash in commodi- 
ties and securities. Call loans remain 
at 1%, and time loans are quoted at 
14% for 60-day paper and 2% on 6- 
month paper. Prime bankers’ accept- 
ances eligible for discount by Federal 
Reserve banks are quoted from 4% 
to 1%. 

The Federal Reserve statement dis- 
closes no new developments. No one 
can discover in it any tendency toward 
inflation. ‘To be sure, there have been 
purchases of $10 millions of government 
securities but these purchases are offset 
by fewer loans to member banks and de- 


creased holdings of bills purchased, 


which together offset $8 mi 
$10 millions United States 
bonds bought. Federal Re 
circulation have declined $:? 
only partially offset by a $ 
crease in Federal Reserve ba 
culation. Gold holdings 
changed. Money in cir 
dropped by $32 millions. 

A more definite trend cont 
shown by the condition st 
member banks in 90 leading 
loans and investments now st 
746 millions, or $220 mi! 
than a month earlier, a gain of 
lions for the week, and of S$: 
for the year. The loans have 
$150 millions during the last 1 
$12 millions higher than last \ 
are still $875 millions less t! 
ago. On the other hand, in 
which now stand at $8.1 billior 
most $150 millions less than 
ago, but still $1.4 billions mor 
year ago. The general trend 
is toward reduced investments 
creased loans. As between 
lateraled by securities and 
loans,”’ the trend is not so cle 
the general tendency is for a 1 
of the collateral securities and ar 
of other loans, thereby reflect 
pick-up in business activity. 


Stocks 


Stocks are still palpitating aft 
collapse of a week ago, compara! 
to the complete breakdown 
tumn of 1929. As an indicat 
violen: character of their fluct 
may be cited that National 
reached a high 124] on July 17 
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10 64} during the next 3 days, recovered 
0 71 on July 26. American Com- 
mercial Alcohol touched a high of 894%, 
tumbled to 29}, and recovered to 394. 
Commercial Solvents went to 57}, 
lopped to 243, and recovered to 30. 
Owens Glass went to 963, dropped to 

and recovered to 74}. Standard 
Brands moved to 37%, dropped to 21, 
ind recovered to 26. These swings, 
affecting virtually all securities, took 
place in the midst of a volume of trad- 
ng which topped all records except 
hose of the 3 memorable days of 


A clear indication that the relapse 
grew out of the frenzied speculation of 
last few weeks, especially in the 
wet” stocks which had been whirled 
upward with a rapidity inviting certain 
lapse, is indicated by the fact that the 
rash came in face of unusually cheering 
immings statements. Of 67 companies 
that have reported earnings for the sec- 
md quarter, 23 increased their net in- 
come, 12 more changed from a net loss 
toa net income, and 14 reduced their 
iehcit. General Motors showed net 
carnings approximately 8 times those of 
the preceding 3 months. United States 
Steel proudly displayed its first opera- 
ting profit since 1931, though still show- 
ing a net loss of $84 millions for the 
juarter, approximately half the loss of 
the preceding 3 months. 
Spectacular earnings increases have 
also been chalked up by the railroads. 
The first 20 roads reporting for June 
showed an aggregate net operating in- 
come of $16 millions compared with 
$49 millions in June of last year, an 
increase of 232% and a boost of 39% 
Over June, 1931. This increase comes 
in face of a 97% increase in earnings in 
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May over May last year. Utilities, oils, 
food products, construction industries, 
all showed substantial increases over the 
preceding quarter. 


Bonds 


ON the whole, bonds held up exceed- 
ingly well in face of the crash in the 
stock market. High-grade bonds barely 
moved, though railroad issues made 
some drastic declines and utility bonds 
also were reactionary. Examples of the 
most spectacular changes: Chicago & 
North Western 43's 1949, which moved 
from 41 to 28 but recovered to 35; and 
Alleghany Corp. 5's 1950, which went 
from 43 to 28 and recovered to 37. 

Changes in utility bonds were less 
violent, but industrials fluctuated widely 
Warner Bros. Pictures 6's 1939 reached 
a new high of 41}, fell back to 30, and 
recovered to 32. Foreign bonds also 
reacted sharply, and recovered somewhat 
after the break. The sharpest gain was 
in the British 54’s in consequence of the 
conversion offer. 

Members of the Federal Reserve open 
market committee, when asked what 
would be the price of government bonds 
if it were not for their open market 


operations, were surprised at the ques-| 
tion. They called attention to the act 


under which they operate. The purchase 
and sale of government securities accord- 
ing to the law is to accommodate busi- 
ness and commerce. They contend that 
they are not supporting government 
bonds and that their purchases, while 


having some influence on general credit | 
conditions, are not in sufhcient volume | 
to have any important bearing on come 


prices. 





















CONSTRUCTION 


DOES SPUR 
EMPLOYMENT 


In a normal year of construction 
activity 4,000,000 people are em- 
ployed in the front lines of con- 
struction. But that isn’t all. Be- 
tween 9,000,000 and 12,000,000 
more are employed behind the lines 
in mines, quarries, steel mills, ce- 
ment plants, forests, equipment and 
supply plants and transportation 
The A.E.F. ratio of four men to 
supply every man in the trenches 
holds generally true in construction. 


Steel, for example—It requires 
the labor of three men working a 
full day to produce a ton of steel. 
This excludes the overhead and 
clerical forces directly associated 
with steel production. In the more 
normal years of 1928, '29, "30 and 
*31 the construction industry aver- 
aged to use 2,500,000 tons of steel 
a year, thus providing 7,500,000 
man-working days for the steel in- 
dustry each year. Seventeen per 
cent of all steel produced is bought 
by the construction industry. 


* * 


Equipment and materials manu 
facturers are already unlimbering 
their guns. Satisfied that the govern- 
ment means business they are mak- 
ing the first real selling effort in 
years. The July issues of Engineer- 
ing News-Record and Construction 
Methods carried several new adver- 
tisers. Some of the more regular 
advertisers increased their space in 
these issues. They use advertising 
in these two publications because it 
is the most practical and economical 
way of reaching the 45,000 enci- 
neers and contractors who are bid- 
ding on the jobs that federal funds 
are making possible. They recog- 
nize that winning bids must be 
computed with a knowledge of 
what equipment can do in saving 
time and money. The time to make 
these engineers and contractors fa- 
miliar with the latest in equipment 
and materials is before they sharpen 
their pencils. 


Engineering 
News-Record 


Construction 
Methods 


330 West 42nd Street, New York 
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Recovery Drive 


LAUNCHED by Presidential appeal, a drive for 
voluntary increase of wages and shortening of 
hours in all industry is under way— a temporary 
expedient to meet an emergency which will exist 
until separate codes for each industry are 
adopted. 

The campaign will succeed. The Recovery 
Administration did not plunge ahead without 
taking some preliminary soundings; they were 
wholly encouraging. It is, by the way, a mis- 
take to suppose the drive is wholly General 
Johnson’s idea. As a matter of fact, manufac- 


turers were largely responsible for the sugges- 
tion. They were as much alert as the govern- 
ment to the necessity for increasing purchasing 
power quickly, unless the beginnings of recov- 
ery were to encounter a discouraging and pos- 
sibly disastrous setback. 


Payrolls were not 
increasing fast enough to absorb the swift- 
swelling output of goods. The end of that situ- 
ation always is collapse. 

Wages can be increased only if everyone does 
it, but single corporations, or even w hole indus- 
tries, cannot act alone. To use a military simile, 
small forces cannot long hold outposts; they 
will be exposed on two flanks—not to mention 
sniping from the rear—auntil the line moves up 
to them. That would be exactly the plight of 
single industries quickly adopting codes and 
then trying to hold out until everyone else 
did so. 

The solution is the temporary blanket agree- 
It deserves support on the high ground 
Most business men will co- 
operate for that reason. Others will see that it 
is expedient to fall in line. Already it is appar- 
ent that the consuming public is going to take 
the NRA emblem very seriously, indeed. As 
the full force of propaganda develops, non- 
cooperators are going to be uncomfortable. The 
proper use of blankets is for snug covering— 
but men have been tossed in them before now. 

The blanket agreement should stimulate, not 


ment. 
of patriotic eftort. 
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delay, the formulation of industry codes, 4. 
industry will find itself happier under g cols 
which takes account of its special problem: 
Moreover, the codes carry special ady antages 
which the blanket agreement does not. And 
final reason: beginning Sept. 1, those industries 
which have lagged will be summoned willy. 
nilly to Washington, there to make a code or 
have one imposed upon them. 

So much for the immediate situation. There 
are deeper implications in the President's ad. 
dress. It made even clearer the pattern of the 
Administration program, and the phi losophy 
which inspires it. It is a philosophy which Aatly 
contradicts the classic economists who would 
“let nature takes its course.” It holds that com- 
mon purpose and unified action can pro! oundly 
influence economic forces. 

Even more significantly, it holds that this na- 
tion cannot exist “half boom and half broke.” 
There must be a reasonable prosperity for every- 
body, not great prosperity for the few and poy- 
erty for the rest. The implications of that brief, 
unemphasized, passage in the President's talk 
are tremendous. Carried out, that means the 
days of unlimited profits are past; it means in- 
creased pressure of taxation on big individual 
incomes; it means redistribution of the national 
income. 

NIRA, of course, is a piece of this thinking. 
Fundamentally, the Act is an attempt to see that 
workers get a greater share of the earnings of 
industry. 

The break in the stock market probably meant 
nothing except that the technical position called 
for a sharp reaction. But if anyone insists upon 
seeking a deeper reason, it might be suggested 
that perhaps Wall street last week caught the 
first glimpse, of this truth. It suddenly woke up 
to the fact that not every dollar of added cor- 
porate revenue is going to be allowed to pass 
straight to net profits; a good-sized piece of it is 
going to the wage earner. From now on. 
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